


ROCUMENTS EXPEDITING PROSECT 
[COMMITTEE PRINT] 


INTERNATIONAL COOPERATION 
ADMINISTRATION REPLIES TO 
CRITICISMS OF 
THE FOREIGN AID PROGRAM 





MARCH 14, 1958 


Printed for the use of the Committee on Foreign Affairs 





UNITED STATES 
GOVERNMENT PRINTING OFFICE 
WASHINGTON : 1958 








FOREWORD 


The Committee on Foreign Affairs compiled a list of criticisms 
made of the foreign-aid program and requested the International 
Cooperation Administration to prepare a reply to each criticism. 
The ICA replies, together with correspondence in connection with 
this matter, is being printed in order to make the information 
readily available to the members of the committee and the House 
of Representatives. Subsequently, additional questions were sub- 
mitted to the International Cooperation Administration and replies 
were received after the statement of Mr. Smith. These questions 
and answers are also being printed. 

Tuomas E. Moraan, 


Acting Chairman. 
Marcu 14, 1958. 
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INTERNATIONAL COOPERATION ADMINISTRATION 
REPLIES TO CRITICISMS OF THE FOREIGN AID 
PROGRAM 


CoMMITTEE ON FoREIGN AFFAIRS, 
February 25, 1958. 
Hon. James H. Smiru, Jr., 
Director, International Cooperation Administration, 
Washington, D. C. 

Dear Mr. Situ: There is enclosed a list of questions based on 
recurring criticisms of the foreign aid program. I would appreciate 
your preparing answers to these questions prior to your appearance 
before this committee on Tuesday, March 4, at 10:30 a. m. 

Some of these questions have been answered by the executive branch 
previously, but these same criticisms continue to occur in the press 
and elsewhere. The committee would, therefore, like to have a 
definitive answer from your agency with respect to each of these 
charges. 

Your cooperation in this matter will be appreciated. 

Sincerely yours, 
Tuomas E. Morgan, 
Acting Chairman. 
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STATEMENT OF THE HONORABLE JAMES H. SMITH, JR., 
DIRECTOR, INTERNATIONAL COOPERATION ADMINIS- 
TRATION, BEFORE THE HOUSE COMMITTEE ON FOREIGN 
AFFAIRS, WEDNESDAY, MARCH 12, 1958! 


I am here to discuss certain criticisms about the operation of the 
economic and technical aspects of the mutual security program. These 
have been accumulating over the past several years. I welcome the 
initiative of this committee and its staff in seeking to get to the bottom 
of these charges. The committee, in doing so, is performing an impor- 
tant service, in terms of achieving clearer public understanding of the 
program. I am glad to have an opportunity to cooperate with you. 
I would also like to take this opportunity to correct an impression 
given by some of the press last week. These criticisms did not neces- 
sarily originate in Congress—they have mainly been sent in to various 
Congressmen who have then properly asked for explanations. 

The acting chairman has referred to us 85 items accumulated by 
the committee staff which have been mentioned in the press and else- 
where. A few of these items cover more than one such question or 
charge so that, in total, there are 88. 

ICA has tried to develop the facts on each point. We have pre- 
pared and distributed to the committee a lengthy memorandum con- 
taining comments on each of them. I did not want to rest on previous 
responses to the same charges, so I have had a new review made of the 
facts of each situation in Washington and in the field where necessary. 
This has not been an easy task since the questions involved range 
from broad matters of national policy to specific details about what 
happened to various items of equipment, some of which were delivered 
by agencies which had no connection with ICA or any of its predeces- 
sors, as long as 12 years ago. In some cases, the locale of the alleged 
action was not even spec ified so that we have had to comb our world- 
wide program to try to find what the questioner might have had in 
mind. 

All of this has taken a good many man-hours, but I think it will 
have served a useful purpose if it helps this committee and the Ameri- 
can people to sort the wheat from the chaff and permit discussion to 
focus on the purposes, accomplishments, and problems of this pro- 
gram. Also I feel strongly that our people in the field are entitled to 
a proper defense here. 

I think the comments on the questions speak for themselves. | 
will be glad to answer further questions from the committee on any 
of the items. 

Since these comments involve a considerable bulk of paper, I have 
tried to make a rough analysis of what these questions, charges, and 
implied charges come down to. 

I am glad to be able to report that, as far as we can determine, in 
the whole list of 88 chs arges or criticisms, there is not one item which 





1 Mr. Smith’s statement is addressed to 85 questions in a list submitted by the committee. Additional 
questions (see pp. 74-82) had been submitted but the replies had not been received by the committee at the 
time of Mr. Smith’s statement. Consequently, these additional questions are not covered in this statement. 


2 





| 
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represents a case of misuse or mismanagement” of mutual security 
funds where full corrective action either has not already been taken 
or is not now being undertaken to the best of our ability. 

In well over half of all of the cases—48 out of the total of 88, ac- 
cording to our reckoning—the reported criticism is clearly erroneous. 
This includes a few cases where, as far as we can determine, the re- 
ported events never took place. This includes such famous items as 
the supplying of dress suits to Greek undertakers, toothpaste tubes to 
Cambodia, and the ice boxes to Eskimos. 

Next in this group are nine charges*ofyactivities which were carried 
on by agencies not connected with the mutual 'securityfprogram, ICA, 
or any of its predecessors. To take one example, therejwas an often- 
repeated case of a large de pot of medical supplies which a : congressional 
group saw in Laos. The distinguished member of this committee on 
whose report this charge was based has said: 

“That report came from me. It never was suggested that those were stores 
purchased from American funds. We never said that. Somebody added that 
on to it * * * We were putting no American aid in at that time * * *.” 

Yet, within the last few weeks, the charge has continued its rounds— 
repeated in complete good faith I am sure—due to our inability to 
overtake the story with the fact. 

Moving along in this group of erroneous charges, there appear to 
be 15 cases in which the facts reported are wrong and 21 cases m 
which more or less accurate facts have been misinterpreted. In these 
cases, I believe the correct facts or the correct interpretation would 
substantially eliminate the criticism. 

To take one example of a misinterpretation of facts, there is the 
often-repeated story of the $128,000 cow barn in Lebanon which was 
reported as having been built ‘to demonstrate to farmers living on $100 
a year or less what they should provide themselves with in the way of 
cow barns.” The cost cited was a somewhat exaggerated version of 
the cost to the United States of a whole project—and incidentally a 
highly successful one—for introducing modern dairying practices in 
the country. It involved ail of the improvements in “the dairy re- 
search, demonstration, and extension facilities at the leading experi- 
ment station in the country, including breeding stock and the barn as 
only one of a number of structures involved. The barn was not in- 
tended as a model for local farmers. It is similar to a State experi- 
ment station with which all of us are familiar throughout the United 
States. 

There is the report that United States bulldozer operators in Cam- 
bodia received $20.25 an hour, plus other pre requisites. A checkup 
reveals that the actual basic pay is $3 to $3.25 an hour, plus usual pro- 
visions for overtime and a small bonus for extended service in Cam- 
bodia and not $20.25 an hour. Here once again, the original charge 
goes rolling around and around in speeches of the critics of the pro- 
gram and the true facts never seem to be able to catch up. 

Moving on to the remaining 40 charges in which the facts do relate 
to ICA and are reasonably accurately reported and interpreted, we 
find that 28 of these are cases where there is a genuine question of 
judgment involved. These range from broad questions of public 
policy, like why we are helping people abroad to increase their agricul- 
tural production for domestic consumption while there are unsolved 
agricultural problems in the United States, to questions of economic 
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or technical judgment, like whether or not it is a justifiable expense to 
help Afghanistan establish air communications with the free world 
before its internal ground transportation problems have been solved. 
In each of these cases, ICA or its predecessors took the action for 
which we are criticized on the basis of the best political, economic, and 
technical advice it could obtain. In reviewing these cases, at this 
late date, it seems to me that the judgment use .d was pretty good and 
that the actions taken were necessary and desirable in carrying out 
the stated objectives of the program, and did serve to advance the 
interests of the United States and the free world. The critics, with 
the benefit of hindsight, have reached contrary judgments, and we 
welcome the criticism and will certainly apply it to our future thinking. 

Finally, we come to 12 out of the 88 cases in which our reexamina- 
tion does indicate that there was actual misuse of mutual security 
funds. In 6 of these 12 cases, full corrective action has long since 
been taken by ICA and had been instituted before these publicized 
charges were made. Yet again, the stories are repeated as if they 
were happening today and as if no action had been taken to correct 
them. For example, in the case of the Indian grain-storage project, 
the charge runs as follows: ‘“‘We gave India $1,539,000 worth of pre- 
fabricated steel to erect grain silos and warehouses in 1954. Mean- 
while ICA approved a gift of an additional $4 million for 600 more 
warehouses in spite of the fact that the Indians had not gotten around 
to putting up the original buildings.”’ Actually, there was a delay in 
erecting the first group of structures. This delay has now finally been 
corrected. Meanwhile, almost a year ago, ICA withdrew its under- 
taking to supply additional grain-storage buildings because the first 
group had not been promptly utilized. Yet, on January 28, 1958, 
on its front page, a highly reputable United States newspaper repeated 
the whole charge verbatim. I do not blame the newspaper. I feel 
we are largely at fault ourselves in not dealing with these charges 
more promptly and positively. We will do so in the future. 

This leaves us six cases of problems which ICA has recognized and 
which we are striving to correct, but where we have not yet been 
wholly successful in doing so. Most of these cases involve situations 
in which ICA’s efforts to assure the proper use of every dollar of the 
funds made available to us have run up against either deeply imbedded 
ways of doing business in some countries or a complete lack of famil- 
iarity with the handling of Government funds in others. 

In the first case, we cannot suddenly impose a complete American 
system of checks and balances on the country and expect it to become 
fully effective. In the second case, we are dealing with 20 new coun- 
tries—countries which have a very small educational base, have only 
a few trained public administrators and yet have urgent public re- 
quirements to get things done. We must be tolerant—we must under- 
stand their problems. This is the very essence of our job—to enable 
those people who have gained politic ‘al independence to match it with 
economic independence and to take their place in the free world. 
Twenty years ago, no one would have believed there even would be 
20 new nations—yet today some of us take them for granted and 
expect them to have all the characteristics of nations which have 
existed for centuries. 

In summary, let me emphasize that, in indicating that most of the 
general and specific charges we have reviewed at the request of the 
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committee do not hold much water, I am not, in any way, trying to 
imply that there are not many things in the program which are 
worthy of criticism. It would be too much to expect that any opera- 
tion so large and so complex, operating all over the world and spend- 
ing billions of dollars in activities which are fr equently unprecedented, 
over a period of 10 years, would not have done quite a few unwise 
or uneconomical things. 

I and my staff are most anxious to discover these errors where 
they still persist and to do everything we can to correct them. We 
have developed elaborate—perhaps too elaborate—procedures of 
clearance and checks and audits and evaluations to try to avoid 
such errors and correct them where they occur. Despite all of this 
we still can—and will—err. I therefore welcome responsible criticism 
of the program from any source. 

The overriding fact here is that we—the United States—have 
undertaken a very difficult task. It is going to take the combined 
skill of many in all phases of Government and private life to handle 
it and it must be handled well because the keystone today of our 
structure of a peaceful world lies in our ability to work successfully 
with other nations, large and small, as well as to do so in a manner 
which will hold the confidence of the American public. 








RESPONSES BY THE INTERNATIONAL COOPERATION AD- 
MINISTRATION TO QUESTIONS COMPILED BY THE HOUSE 
FOREIGN AFFAIRS COMMITTEE RELATING TO CRITICISMS 
OF THE MUTUAL SECURITY PROGRAM, MARCH 12, 1958 


Question No. 1 


It has been stated: ‘““Nowhere is corruption in Government more 
apparent than in what we call foreign aid * * *.” 

(a) Have you found any evidence of corruption by United 
States personnel connected with the foreign-aid program? 

(6) To your knowledge has anyone else found or brought to 
your attention any evidence of corruption on the part of personnel 
associated with the foreign-aid program? 

Answer 

(a) The criticism stated above, which is very broad and sweeping, 
is unsupported by fact. According to the records of the International 
Cooperation Administration, since 1952 there have been a total of 
16 cases in which employees of this and predecessor agencies have 
been found guilty of conduct which could be classified as malfeasance. 
One case is currently pending. The following data indicates the dis- 
position of the 16 completed cases: 


U.S. Government employees 
Number of cases-_--- 


: — ‘ 16 
(a) Referred to Ji istice- . . Ba ae re ea ee 11 
(1) Indictments gies me “aus 1 
(2) Convictions : : 5 l 
(3) Fines__- Ss . cord 2 500. 00 
(4) Restitutions Eig 4 . 176, 72 
(b) Discharged_-_-__-__- . 9 


(c) Resignations received while e >mploye e under inquiry - ee claeee 7 


The cases listed above include activity such as falsifying an expense 
account, falsification of quarters allowance, violations of the regula- 
tions relating to conflict of interest, and theft. Most of the cases 
involve conduct of the type that is likely to occur in any Government 
agency and is not particularly confined to an agency of this type. 

The small number of cases which have been discovered is strong 
evidence of the effectiveness of the agency’s intensive efforts to insure 
that its personnel maintain a high degree of responsibility and 
integrity. 

(6) This agency has received many communications from private 
citizens, businessmen, other Government employees, and Members of 
Congress providing information concerning alleged malfeasance or 
misconduct on the part of the agency’s employees. In each case, 
whether or not the informant supplies any evidence, an investigation 
is conducted. Those cases containing allegations found to be unsup- 
ported by facts after inquiry are closed. Those cases found to have 
substance after inquiry are included under the response to question 
(a) above. 
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Question No. 2 


Eugene Castle alleges that 4 years ago there were 9,793 persons on 
the Government’s foreign-aid payrolls and that today there are 
18,891 employed in the ICA, State Department, and Defense Depart- 
ment to give our resources away. 

(a) Is this correct? 
(6) What are the correct statistics? 
(c) If there has been a growth, what has been the occasion for 
this growth in employment? 
Answer 

(a) The criticism does not indicate the date or period as of which 
we were alleged to have 9,793 persons on the foreign-aid payroll. Our 
records do not reflect any figure which corresponds with that indicated 
above. 

(6) Assuming “4 years ago”’ was intended to mean 1953, records of 
this agency indicate the following personnel strength as of December 
31, 1953, and as of December 31, 1957, in the International Cooperation 
Administration, the Department of State, and the Department of 
Defense employed in connection with the mutual security program: 


Dee. 31, 1953 Dee. 31, 1957 


International Cooperation Administration 
United States nationals: 


W ashington_ . 1, 440 | 1, 799 
Field 2, 530 | 3, 684 
Subtotal 3, 970 | 5, 483 
Foreign nationals 2, 031 4, 858 
Total payrolled employees 6, 001 | 10, 341 
Indirectly employed: United States participating agencies (reimburse- | 
ment basis 570 587 
lotal funded employment 6, 571 10, 928 


Department of State 
United States nationals: 


Departmental. ’ ipte : p2303 316 | 342 
Foreign Service overseas jnalitinmanmoiath 2 614 562 
Subtotal... : we lien 930 | 904 
Foreign nationals 1, 947 | 1, 205 
Total os ; ‘ 2, 877 | 2, 109 
Department of Defense 
United States nationals 
Military personnel. . ais lcéaex is : Ja PF 2, 899 | 6, 997 
United States civilians ; i ‘ 225 377 
Subtotal ivemtiidimaaia ee oe Be ad 3, 124 7, 374 
Foreign nationals ts ; 4 ‘ 679 2, 033 
lotal.... cael 3 sls eahdliesin te lalate Sie ae 3, 803 9, 407 
Grand total, United States nationals__.. niphtiiteakehdelia o> aie 8, 504 14, 348 
Grand total, foreign nationals--- ; patie ; ; 4, 657 | 8, 096 
Total employment- .-. ; Staion oe aa 13, 251 22, 444 


(c) The increases in staff under the economic aid portion of the 
mutual security program during the last 4 years are the product of 
two principal factors: 

(1) Continued emphasis on project-type aid, particularly tech- 
nical cooperation; 

(2) Extension of assistance or significantly increased programs 
in newly developing countries. 
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The technical cooperation program accounts for approximately 86 
percent of ICA’s total personnel strength although appropriations for 
the carrying out of such programs represent only about 8 percent of 
total funds made available for the economic aid program. Obliga- 
gations incurred under the appropriations for technical cooperation 
have increased each year and this accounts in part for the correspond- 
ing increase in personnel. For example, ee of technical co- 
operation funds were $113,676,000 in fiscal year 1955; $126,889,000 
in fiscal year 1956 and $129,185,000 in fiscal year 1957. In addition, 
program requirements under the technical cooperation programs have 
caused a progressively larger proportion of available technical co- 
operation funds to be spent for direct hire of United States personnel. 
In fiscal year 1954 only 17.9 percent of the appropriation was used for 
United States personnel. By 1957 this percentage had increased to 
25. 

Furthermore it should be noted that the countries in which cur- 
rent programs have been expanded, as well as those in which new 
programs have been undertaken, tend to be the newly developing 
nations. These do not have enough economists, engineers, and tech- 
nicians to plan and supervise projects. Such scarcities make neces- 
sary relative larger numbers of ICA staff, as technicians, programers, 
and auditors. 

In addition, the expansion of ICA programs to newly developing 
countries tends to emphasize project aid, which includes technical 
cooperation as well as a significant segment of other funds such as 
defense support, as compared with the commodity import program 
generally characterized as nonproject aid. Project aid is the great 
user of ICA technical] staff, since in project work, personnel must be 
employed as technicians to work with, and train host country tech- 
nicans; perform required contracting, procurement and training ac- 
tivities, and to screen proposed projects. 

While the above information explains some of the factors which 
have accounted for the increase in personnel, it should be noted that 
more detailed information concerning personnel needs and specific 
justifications to support such requests are furnished to the Appropria- 
tions Committees of both the House and Senate each year during the 
hearings relating to the Mutual Security Appropriations Act. 

The increase in personnel employed by the Department of Defense 
is primarily due to the number of additionaljMilitary Assistance Ad- 
visory Groups (seven) activated since January 31, 1954. 

Moreover, subsequent to the Korean armistice, and the Indo- 
China settlement in 1954, United States commitments necessitated 
increased staffing for MAAG’s in Taiwan, Vietnam, and Thailand. In 
the case of Korea, it was necessary to provide an increased personnel 
complement to administer the assistance rendered under the military 
assistance program. The vast majority of the additional personnel 
involved for MAAG Korea are actually assigned to United States 
tactical commands there, but have in addition certain responsibilities 
to the chief of provisional MAAG Korea for carrying out their duties 
under the military assistance program. Such personnel, therefore, 
have been included in the overall MAAG strength for December 31, 
1957, indicated above. 

In addition to the number of MAAG’s activated since January 31, 
1954, the increase in indigenous personnel is also attributable to the 
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policy of making maximum utilization of local employees in lieu of 
United States personnel. This results in substantial savings to the 
United States. In the case of certain MAAG’s in the Near East, the 
MAAG must supply much of their own support services due to the 
absence of United States tactical forces in the country or the lack of 
facilities in the embassies concerned, i. e., Vietnam, Thailand, Taiwan, 
Cambodia, Pakistan. This factor further increases requirement for 
indigenous personnel. 

MAAG staffing is kept under careful scrutiny at all Defense 
echelons to insure that strengths are maintained at the minimum 
level required for the successful accomplishment of essential MAP 
functions. It may be pointed out that a 12.9 percent personnel 
reduction within the officially established MAAG program is being 
implemented during fiscal year 1958. 


Question No. 3 


Eugene Castle alleges that Europe leans on the United States for 
participation in her home defenses and refuses to assume her share of 
the free world’s burden in the Middle East, Southeast Asia, Formosa, 
and South Korea. 

What are the relative defense expenditures of Europe and the 
United States as percentages of gross national product, as percentages 
of personal income, and as percentages of national budgets? 


Answer 


In 1957 the European NATO countries are estimated to have spent 
about $13.1 billion for defense, which represented 5.8 percent of their 
combined gross national product (GNP) of $228 billion. The United 
States in the same year spent $44.3 billion for defense, 10.2 percent 
of its gross national product of $434 billion. The defense burden 
borne by the European NATO countries is brought out more clearly 
when it is considered that the average per capita GNP in these coun- 
tries amounts to $850, only one-third the per capita GNP of over 
$2,500 in the United States. 

We do not have available sufficient data on personal income in 
European countries to make a meaningful comparison of this figure 
with defense expenditures. 

The United States devoted 60 percent of the Federal Government 
budget to defense in fiscal years 1957-58. Percentages of NATO 
country central government budgets devoted to defense expenditures 
for fiscal years 1957—58 are shown as follows: 


Percent Percent 
Belgium-Luxembourg--_-_---_---- 16) Netheriavide. . . Jit. cacadent 20 
DORIETE 5. cies eres anne wees 0A 0 TE i scsie st te eran werd tree 21 
TI Shi ear 5 tee Shag ae 20 | PORWR. os. «aie cu wenaeoiaatenna® 27 
CRIN a cia ecient anon nen hE SOU ca dea ood ae hee 32 
GROG ates Rte as 29| United Kingdom_-_____._._-.---- 29 
Italy usw. Jot wah eee Slaes 21 


We should point out that intercountry comparisons of defense ex- 
penditures as a percent of total national government budgets do not 
necessarily provide a true measure of relative defense efforts. The 
main reason is that differences among countries as to division of 
financial and administrative responsibilities between the national 
government and regional or local governments directly affects the 
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size of the total national government budget against which defense 
expenditures are measured. Thus, many functions, which in the 
United States are a responsibility of the State and local governments, 
are in Europe the responsibility of the national government. In the 
United States, therefore, the size of the national budget would be 
proportionately smaller and the percentage of the defense contribution 
would accordingly be proportionately higher. 

Except for Greece and Turkey, economic assistance has not been 
programed for the above NATO countries since fiscal year 1955. 
Military aid to the European NATO countries since the beginning of 
the program in 1950 has amounted to about $13.5 billion. Such 
military aid has declined steadily from a peak of $3.2 billion in 1953 
to $1.3 billion in 1957. From 1950-57, these countries themselves 
spent about $88 billion for defense or $6.50 for every $1 of military 
aid provided by the United States. In 1957, European NATO coun- 
tries spent the equivalent of $13 billion for defense, or $10 for every 
$1 of military assistance received. 

No precise current data are available on Western Europe’s contribu- 
tion to underdeveloped countries. However, in a recent study made 
for the Senate Special Committee to Study the Foreign Aid Program, 
Stuart Rice Associates estimated that during the years 1952-55, 
Western Europe provided approximately $4.1 billion of public bi- 
lateral foreign assistance to underdeveloped countries, or at the rate of 
over $1 billion a year. This was apart from European contributions to 
multilateral agencies, and from their private investments abroad. It 
is believed that this rate of assistance has not changed materially. 


Question No. 


Are there any nations which openly pit the United States and the 
Soviet Union against each other in a bidding operation to purchase 
their allegiance? 

Answer 

The answer to the question stated is ‘‘No.”’ 

The availability or possibility of aid from the Soviet bloc un- 
doubtedly has an effect on the attitude of some nations in their deal- 
ings with the United States regarding assistance. The primary con- 

cern of less developed and une -ommitted countries is, generally speak- 
ing, to accelerate the development of their economies. ‘To.do this 
they must obtain assistance from more prosperous nations. We are 
confident that less de veloped countries would as a general matter 
prefer to obtain needed assistance from the United States or other free- 
world sources. But if, or to the extent that, they cannot obtain from 
these sources the assistance which they believe they require to speed 
their development, many of them are prepared to consider Soviet 
offers of aid, and a number have, of course, already accepted such aid. 

The United States on its part, has made clear to other countries 
that it is not competing with Soviet bloc offers and is not attempting 
to purchase allegiance. United States levels of aid are not determined 
by matching or outbidding bloc offers. They are determined through 
weighing a number of considerations, including the recipient coun- 
try’s needs in relation to various mutually agreed objectives, overall 
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United States interests.in relation to the country, and the availability 
of aid resources. The Soviet economic offensive in less developed 
areas, with its goal of economic and ultimately political control, is 
obviously one vital reason for the United States’ making assistance 
available to these areas. But such assistance would, in the absence 
of Soviet aid or offers of aid, be needed and justified to accomplish 
our objectives in supporting the free world. It is those objectives, 
which we have been trying to accomplish since well before Soviet aid 
was started, not bloc aid offers, which are the controlling determinant 
of where aid is provided and in what amounts. Other countries, we 
believe, understand the position of the United States on this matter. 


Question No. 5 


(a) What percentage of the United States national debt is fairly 
attributable to foreign aid, military and economic? 

(b) What percentage is attributable to foreign economic assistance? 

(c) How much does this represent on a per capita basis to each 
citizen of the United States? 

(d) What was the per capita cost to United States citizens of fiscal 
year 1958 foreign economic assistance? 


Answer 


The public debt of the United States rose from $252.3 billion.on 
June 30, 1948, to $270.5 billion on June 30, 1957, a net increase of 
$18.2 billion. It is not possible to attribute any one part of the increase 
in the public debt to a particular type of expenditure of the Federal 
Government. It should be observed, however, that during the 3-vear 
period of heavy expenditures in connection with this Korean war, 
December 1950 to December 1953, the national debt rose from $256.7 
billion to $275.2 billion. It is possible to relate mutual security 
expenditures to total Federal expenditures during the period and then 
prorate part of the increase to the mutual security program. 

(a) During the period from July 1, 1948, through June 30, 1957, 
total budget expenditures of the Federal Government were $531.1 
billion. For the same period, the cost of the mutual security program 
(military and economic) was $42.6 billion. On a pro rata basis, the 
mutual security program accounts for 8.0 percent of total Federal 
Government expenditures. On this basis, about $1.5 billion of the 
total debt increase of $18.2 billion is accounted for by the mutual 
security program. 

(b) Economic assistance ($22.5 billion) accounts for 4.2 percent 
of the total Federal Government expenditures during this period. 
Thus $760 million of the total debt increase of $18.2 billion could be 
prorated to economic assistance. 

(c) On this pro rata basis, the debt increase for economic assistance 
would be $4.42 on a per capita basis. (See item (6).) 

(d) The estimated expenditures for economic assistance for fiscal 
year 1958 are $1,500 million. The population of the United States is 
now estimated at 173 million. Thus, the per capita cost of economic 
assistance for fiscal year 1958 is $8.67. 
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Question No. 6 


Eugene Castle alleges that foreign trade is declining and that our 
reliance on a foreign aid program rather than on private initiative is 
the reason for this decline. 

(a) Has private foreign trade increased or decreased in the last 
few years? 
(6) What are the figures for each year? 


Answer 


(a) Private foreign trade has shown a strong increase in recent 
years. The United States now sells substantially more of its products 
to foreign countries than they sell tous. The volume of these private 
United States sales to foreign countries, both of manufactured goods 
and farm products, has risen steadily and substantially (68 percent) 
over the past 5 years. This contrasts with an increase of 18 percent 
in total retail trade within the United States during the same period, 
indicating the rising importance of these growing foreign markets to 
continued expansion of the United States economy. 

(6) Private exports from the United States are as follows: 


























Billion 
RMN NEE OU eS a os ats wm owes awh ewaamee $10. 5 
ONO POON Ss . . oui ecu e cate enade wanes Sens eae 11.2 
CRRBGMIe RO Ooh so Us Ue es cee eu 12. 4 
Carey ORE TIODG | ois oo sire so cto test Pa eS eas one 15. 6 
RORRCURT RE ONG Seis ces bos cclgin Gide ean appear wa BO Laat 
Private exports are computed as follows: 
[In billions] 
1953 | 1954 | 1955 | 1956 | 1957 
| 
ose Sais ie Bye eS Ss el Mis Uh Se 
Total United States exports. ..._..____- satan Ags $15.8 $15.1 $15.5 | $19.1 $20.8 
Less military exports..-_._...-- see heen eam | 3.5 2.3 | 1.2 1.8 | 1.4 
Total commercial exports.........-..---------- 12.3| 128 | 14.3 17.3 | 19.4 
Less nonmilitary Government grants !_ cs 1.8 1.6 | 1.9 Ae 1.7 
Private exports........-..-.----------- ae i eee | 12.4 | 15. | 17.7 





1 From United States Balance of Payments in the Economic Report of the President, January 1958, 
U. 8. Department of Commerce, 1957. Preliminary. 


United States imports during these 5 years were as follows: 


Billion 
Calendar oar 1068). 0060 ow ek ea eek oe $10. 9 
(leberntien-went $066 3 oe oc ate mann d ~peweled ab 10. 2 
EE ED oon co ne iting de dente mbes bac 11. 4 
GeeUET TORI NOOG 2 2. ok feces 12. 6 
CebeiGnt your 1051s. 45.83. ce ee Se 13. 0 


The mutual security program has greatly contributed to this expan- 
sion of United States private foreign trade, rather than retarded it. 
By assisting in rebuilding war-devastated economies and in developing 
backward economies, this program has helped to strengthen the 
internal economic structure and the foreign exchange position of 
foreign countries so that they have been able to greatly increase their 
purchases of capital and consumers goods through private foreign 
trade channels and thus to become much better markets for United 
States producers. By helping free governments to resist communism 
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and to achieve security and orderly progress, this program has helped 
to create those conditions of stability and peace which are indispen- 
sable to durable and expanding private international trade relations. 
Also, it should be pointed out that the bulk of the economic assistance 
provided under the mutual security program has consisted of the 
financing of purchases, made through private commercial channels, of 
goods and services from private United States suppliers. This has 
meant not only large-scale sales by private United States suppliers 
under the economic assistance programs themselves, but introduction 
of United States products in foreign markets and the establishment of 
trade relationships which stimulate further United States marketings 
abroad entirely outside the mutual security program. 

The following table lists some countries which have received United 
States economic assistance, and shows the increase which took place 
in purchases by those countries from the United States between 1948, 
the year in which the United States economic assistance program was 
started, and 1957, a year when economic assistance was no longer 
being furnished to any of these countries under the mutual security 


program. 
[In millions] 














1948 1957 Percent 
increase 
IIR, oo. vienestncitse cateateeantehaiindeaeeiaaee | $309 $460 | 47 
rid Pichng beebiintdn ne thandancamga ayes tonanduldomanmaumaeonee 416 655 55 
BOERINININIR, 665 ~465~ price date sig hid dn—b asieot tld setae Mipetbee 310 604 | 95 
United Kingdom 


Question No. 7 


Eugene Castle states that the Marshall plan was originally esti- 
mated to cost $17 billion. He continues: ‘‘but those who conceived 
the first Marshall plan did not intend that it should continue for 13 
years and $70 billion.” 


(a) What was the final cost of the Marshall plan? 
(6) What was its duration? 


Answer 


Mr. Castle’s statement that the Marshall plan, contrary to its 
initial conception, has continued for 13 years at a cost of $70 billion 
is not correct. 

The Marshall plan program was the program of economic aid to 
Hcseaecdemlanan to rehabilitate war-devastated economies—which 
was commenced in April 1948 and which was concluded in June 1951. 
The total cost of that program was $12 billion—$10.8 billion in grants 
and $1.2 billion in loans repayable in dollars. 

After the completion of the Marshall plan program, the United 
States furnished defense support assistance to European NATO 
countries. This program—distinct from the Marshall plan program— 
was essentially designed to enable these countries to undertake rearma- 
ment and defense efforts so as to contribute to free world defensive 
strength to counteract the Communist menace. It did so by providing 
the economic assistance necessary to sustain their economies under 
the burden of these defense efforts. The last year in which defense 
support assistance was programed for European NATO countries 
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was fiscal year 1955. The cost total of defense support for European 
NATO countries was approximately $2.8 billion. 

If Mr. Castle’s reference to the Marshall plan is taken to mean all 
nonmilitary assistance under the mutual security program including 
not only the Marshall plan and defense support to European NATO 
countries but also all other nonmilitary assistance to all areas of the 
world since the inception of the program, then the program to date 
has continued for about 10 years, not 13, and has cost approximately 
$22.5 billion, not $70 billion. If all military assistance is added to 
this figure, the total is $42.6 billion. 


Question No. 8 


Are any of our foreign aid dollars used to pay for luxury imports 
by the recipient countries? 


Answer 


Under ICA policies United States assistance may not be used for 
importing luxury items. ICA has taken careful steps to enforce these 
policies and thereby to make sure that this does not happen. These 
steps include (1) the building up over the years of an internal admin- 
istrative list of specific items classed as luxuries which in the absence 
of a demonstration of their essentiality are not eligible for ICA financ- 
ing, (2) a careful system of end use checks or checks on the actual 
use to which United States-financed imports are put, (3) an arrival 
accounting system operated either by the United States or by the host 
government which in turn makes reports to us and (4) a system of 
penalties for any infraction of the policy against luxuries under which 
the United States money so used is recaptured. 

Charges of this sort are made from time to time because observers 
learn of certain imports but do not learn of the use to which they are 
put. For example, one might make this charge about air conditioners 
orcameras. But it is apparent that an air conditioner is not a luxury 
where laboratory work requires rigid temperature control. Similarly, 
what may appear under the label “‘camera” is not a luxury item if it is a 
specialized type of industrial photographic equipment. These are 
two actual examples of charges which have been made. This kind of 
charge frequently occurs also when the observer learns of the existence 
within a country of luxury items and makes this charge without learn- 
mg that, in fact, no mutual security funds were used to finance its 
import. 

Obviously, no administrative system can prevent mistakes. This is 
particularly true where, as required by law, (as well as sound principle) 
we make maximum use of private trade channels. But if an unau- 
thorized use is made of ICA funds, the aid country is obliged to make 
a refund of such funds toICA. As of January 31, 1958, over $8 million 
had been received by ICA from aid countries as refunds of amounts 
improperly spent for luxury or unessential goods. 

Even in the uncommon cases, where because of the need to secure 
foreign local currencies quickly, ICA has transferred dollars directly 
to the aid country (as where local currency for troop pay has been 
required before commodity imports could generate the amounts re- 
quired), a control system has usually been established to prevent pur- 
chase of luxury goods with the dollars transferred. Although in such 
cases the dollars are no longer the property of the United States, the 
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aid country has formally agreed not to spend them for luxuries and has 
permitted an ICA representative to sit with the Government’s import 
control body which enforces this agreement. In those rare cases 
where the control system has not operated to prevent the purchase of 
luxury goods, ICA has taken additional steps to correct the situation 
and prevent additional purchases of nonessential goods. 


Question No. 9 


Eugene Castle alleges that some nations spent our money for a 
multitude of unwanted and unneeded and wholly unsuitable public- 
works projects. 

(a) Is this true? 

(6) What is the procedure utilized in selecting a project 
eligible for foreign aid? 

(c) What voice do we have and what voice does the recipient 
nation have in the selection and evaluation of projects? 


Answer 


(a) This criticism is certainly not true. Of course it is so general- 
ized and sweeping as to defy a specific response. Such an answer 
would require knowledge of which projects, in which countries, 
financed by which United States money Mr. Castle has in mind and 
in what particulars he believes them unwanted, unneeded, and 
unsuitable. 

Procedures developed by ICA and its predecessors make highly 
unlikely the expenditure of funds for any unwanted, unneeded, and 
unsuitable project, not to speak of multitudes of them. No ICA 
project, in public works or of any other kind, is even started unless 
and until specifically and formally requested by the cooperating 
country. So it can hardly be unwanted. Actually, each proposed 
project repr eit ts the cooperating country’s judgment as the most 
desirable out of many desirable activities, all fiercely competing for 
the limited aid funds available. In addition, in almost all cases the 
country itself must finance the bulk of the project cost from local 
currency resources, including counterpart funds, which are very short 
in relation to a multitude of competing needs. When, as frequently 
happens, the United States assistance is on a loan basis and must be 
repaid, another factor militates against expenditures for unwanted 
projects. 

The likelihood of a project being unneeded or unsuitable is likewise 
remote ¥ view of the screening which project proposals receive before 
they are approved. ‘These procedures are described in (6) below. 

It must be conceded that it is possible that in the course of support- 
ing scores of public works proje cts in dozens of countries over a period 
of more than 10 years ICA and its predecessor agencies may have 
supported a few projects which some people with the benefit of hind- 
sight might now consider undesirable. Such cases are likely to be 
ones associated with a “crash” program which ICA or its predecessors 
have been required to take for urge nt political and economic reasons, 
such as the Iranian crisis of 1952. In any case where ICA has deter- 
mined that a public works project is not wholly suitable, ICA has 


taken vigorous action to correct the situation and to maximize the 
project’s utility. 
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(b) While specific ICA procedures for reviewing proposed projects 

vary somewhat with the particular type of funds involved, projects 

enerally go through the following steps before they are approved for 
Thiieenatine with any funds controlled by ICA: 

(1) The cooperating country proposes the project and requests 
United States assistance. 

(2) The ICA mission in the cooperating country reviews the 
proposed project for its desirability, economic and technical 
feasibility, and cost. Where sufficient technical or economic 
data is not available, a special enginereing or other survey may 
be required. 

(3) When the ICA mission is satisfied the project is sound, it 
submits it to ICA/Washington for further review and approval. 
This review is carried out by United States economic and tech- 
nical staffs, by specialized agencies of the United States Govern- 
ment, or by private firms under contract to ICA, as necessary. 

(4) Only when the project has successfully passed this total 
screening is it approved for financing. 

(5) At this stage a project agreement is signed between ICA 
and the cooperating country, specifying the details of the project 
and the contributions which each party agrees to make to its cost. 

(6) ICA technical staffs in the field and in Washington follow 
up on the implementation of the project to see that it is carried 
out in a satisfactory manner and in accordance with the agree- 
ment. 

This standard procedure is followed in cases of projects financed 
by defense support or special assistance funds under the Mutual 
Security Act. A somewhat less elaborate review procedure character- 
izes projects financed from counterpart funds or Public Law 480 local 
currencies. In the case of counterpart, the funds legally belong to 
the cooperating government and ICA’s review of proposed expendi- 
tures is understandably not as intensive as where United States 
Government funds are expended. In the case of Pulic Law 480 funds, 
the projects are in most cases financed on a loan, not a grant, basis, 
and ICA review depends upon the degree of consent given by the 
country in the underlying surplus agricultural commodities sales agree- 
ment. These agreements customarily require ICA review and approval 
of the specific projects but it has not been feasible to secure from a 
country purchasing our surplus agricultural commodities under Public 
Law 480 consent to the same elaborate procedures for project review 
as they accord in the case of mutual security assistance funds. 

As a sidelight to the matter of review procedures, a serious question 
has thrust itself upon us whether ICA’s present review processes are 
not too intensive and extensive. Some critics maintain that Soviet 
assistance programs make less demands upon countries for information 
and project review, and that, consequently, they are both less irritat- 
ing to the nationalist pride of sensitive nations and more expeditious 
in operation than the United States programs. 

(c) The foregoing description of procedures indicates the framework 
in which projects are developed. The general aim is to secure that 
development on a fully mutual and cooperative basis. 
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Question No. 10 


Eugene Castle alleges that we are giving $48 million annually to 
pay for pensions for overaged Chinese soldiers. Is this correct? 
Answer 

The ICA has neither set up nor financed a pension program for 
overaged Chinese soldiers. 

In 1954, the Chinese Government requested assistance from the 
United States to meet its urgent need for a program to increase the 
combat efficiency of the Chinese military forces on Taiwan by removing 
and replacing with fresh recruits some 80,000 overaged and disabled 
servicemen who came from the China mainland with President Chiang 
Kai-shek. Such assistance was an essential part of a joint Chinese- 
United States effort to increase the combat effectiveness of the armed 
forces on Taiwan. The release of the combat ineffectives to the 
civilian community would make them refugees in a sense as they had no 
family, home, or relatives to whom they could turn for assistance. 
Most lacked skills or crafts of the type to permit them to support 
themselves in civilian life. The magnitude of this problem was such 
as to be beyond the financial capabilities of the Government of the 
Republic of China. 

After due consideration of the factors involved it was concluded 
to be in the interests of the United States to make available a total 
sum of $48 million of mutual security funds to help the Chinese Gov- 
ernment not in setting up pensions, but rather in carrying out a posi- 
tive program to find srodactive and permanent solutions to the prob- 
lem. Accordingly, $6 million was allocated to the military assistance 
program administered by the Department of Defense for expenses 
connected with equipping and training the young replacements, and 
$42 million were economic aid funds made available by ICA. The 
$42 million includes the local currency element of the project cost. 
The funds administered by ICA are being used principally for two 
types of projects: (1) Productive activities such as highway construc- 
tion and forestry development by which the able-bodied soldiers are 
being converted into self-supporting civilians and (2) provisions of 
hospital and other facilities for the treatment of the sick and disabled. 
The program was approved and initiated in 1955 and it is currently 
anticipated that by June 30, 1958, United States financed support of 
the program will have been substantially completed within original 


budgetary estimates. There are no plans to request additional United 
States funds for this purpose. 


Cuestion No. 11 


An allegation has been made that we handed over $1 million to bol- 
ster the Pakistani fishing industry. Is this correct? 


Answer 


Through June 30, 1957, ICA obligated $1,275,000 toward improv- 
ing Pakistan’s fishing industry. The average national diet in Pakistan 
is 2,125 calories per day, of which only 10 percent is proteins, and 
therefore the exploitation of the fishing industry is extremely impor- 
tant in improving the welfare of the populace. 
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In East Pakistan alone fish and rice are the main diet of 45 million 
people; 200,000 fishermen are dependent directly upon fisheries, and 
unknown thousands are indirectly dependent. The industry is now 
in a primitive condition, but there is the natural potential to produce 
the millions of pounds of fish needed by the local population. 

The major portion of the ICA assistance has been for the develop- 
ment of the Karachi fish harbor. This has included technical advice 
in dredging the harbor and reclaiming approximately 47 acres of land, 
the furnishing of equipment and supplies not available in Pakistan, 
and United States training for Pakistanis. The fish harbor when 
completed will include such structures as an auction market, ice plant, 
drying sheds for nets, boat repair shops, and allied facilities. Some of 
these structures have been completed and are already in operation, 
others are in the process of construction, and others are still in the 
planning and designing stage. It is expected that when the harbor is 
in full operation it will provide employment for approximately 5,500 
people. Present plans call for completion of the facilities by Decem- 
ber 31, 1959. The fish processed at Karachi fish harbor are for do- 
mestic consumption. Other related activities in the program are 
assisting mechanization of the fishing fleet, demonstrating equipment 
and techniques, and providing nylon twine for improved nets. 

Pakistan undertook to furnish local labor and supplies needed for 
this program and its contribution to the necessary financing was $2.9 
million through June 30, 1957. 


Question No. 12 


It is alleged that we have 200 United States engineers building a 
military highway in Vietnam which has no military value. 

(a) Is it correct that 200 American engineers are so engaged? 
(b) What is the military value of the highway in question? 
Answer 

This statement is incorrect. 

ICA is contributing funds to the construction of two highway seg- 
ments in Vietnam. The first, running from Saigon to Bien Hoa 
(31 kilometers) is the main north road out of the capital (Route 1). 
It is heavily traveled and is of great economic and strategic importance. 

The second road (Route 21) is the 160-kilometer stretch from Ban 
Me Thuot to Ninh Hoa, providing road communications with new 
resettlement villages which have been established by the Government 
of Vietnam to insure settlement of the area by loyal Vietnamese who 
will resist infiltration by Viet Minh agents. The Government of 
Vietnam has stressed the importance of these settlements and the 
connecting roads (including Route 21) to the defense and internal 
security of the country. 

The United States decision to assist Vietnam in the construction of 
highways has always been based on the urgent need to rehabilitate 
the war- -damaged road system for the purpose of i improving Vietnam’s 
defense potential, contributing to internal security, and providing a 
basic ingredient for economic progress. Completion of the highway 
system will facilitate rapid movement of the Vietnamese armed forces 
and the civil police. 

A United States engineering firm and a United States construction 
company are in charge of engineering and construction on both Route 











REPLIES TO CRITICISMS OF FOREIGN AID PROGRAM 19 


21 and Route 1. Total engineer personnel (including engineer types 
and including not only United States but all non-Vietnamese) em- 
ployed on the highway projects by both companies has never exceeded 
approximately 70. In addition to engineers, there are employees of 
management, administrative, and operational character. The num- 
ber as well as the types of non-Vietnamese personnel who may be 
engaged on the highw ay projects is subject to ICA approval which is 
based upon a review of personnel needs to meet project objectives. 


Question No. 13 


(a) Are we financing the planting of wild grass shoots along public 
highways in Lebanon? 


(b) If so, why? 
(ec) What is the value of this project? 


Answer 


(a) We have contributed the services of a technician and the use 
of two tractors to a project involving the planting of wild grass shoots 
along a Lebanese highway. 

(6) The purpose of this project was to prevent movement of sand. 
The highway in question runs from Beirut to the Khalde airport. 
Winds from the sea were blowing sand over the highway from adjacent 
dunes. This sand movement constituted a serious traffic hazard, not 
only to highway traffic but to incoming aircraft as well. It is estimated 
that annual labor costs of removing sand from the road were $16,000. 
It was considered that this was a worthwhile project to further by 
contributing technical guidance and equipment. 

(c) The project as a whole cost approximately $4,000. ICA’s con- 
tribution consisted of the part-time services of 1 technician and use 
of 2 tractors, both in the area in connection with other ICA-financed 
projects. The Government of Lebanon provided the other equipment, 
fuel, lubricants, grass shoots, and labor. 

Although this was not treated as a separate ICA project, the work 
done was highly successful and nearby countries have drawn upon 
Lebanese experience to tackle similar dune control problems. This 
is an excellent example of the sort of incidental assistance which is 
possible within an aid-receiving country at little or no additional cost 
to the United States. 


Question No. 14 


“Tn Iran we imported machinery and equipment of all sorts valued 
at $25 million; 3 years later the International Cooperation Adminis- 
tration was still try ing to find out where it had all gone, where it then 
was, and who had it. Is this correct? 


Answer 


There is no question but that some mistakes were made in the 
selection of equipment appropriate to Iranian conditions in the early 
days of the Iranian program. The program was on a crash basis in an 
effort, conceded to have been successful, to prevent a nation with a 
common border of 1,200 miles with Soviet Russia from falling into the 
Communist abyss. On the other hand, some of the unused equip- 
ment is explainable by the fact that it was laid up waiting for spare 
parts after being damaged in shipping. Of the “machinery and other 
physical assets * * * scattered in such a way that no one as yet has 
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been able’”’ to find it, all but 2 percent has been formally documented 
and accounted for. The remaining 2 percent is represented by prop- 
erty known to have been financed by ICA, but not identifiable 
against shipping documents. It is physically present in Iran and is 
presently utilized for projects by the Government of Iran. 


Question No. 16 


(a) Have we undertaken the construction of expensive airfields in 
Afghanistan? 

(6) If so, what has been the cost? 

(c) Why have we built airfields? 

(d) What is the justification of the airfields when the rest of the 
transportation system is exceedingly backward? 
Answer 


(a) and (6). We have undertaken the construction of one large 
airfield in Afghanistan. It is located approximately 12% miles south- 
east of Kandahar. $5.9 million was obligated by the United States 
in June 1956, for construction, materials, and equipment and for 
communications-navigational aids at Kandahar as part of an overall 
air project. The Government of Afghanistan had already, before it 
received any mutual security funds, planned the construction of the 
airfield at Kandahar and had spent approximately $600,000 of its own 
funds for grading and compaction. 

(c) and (d). The United States has provided assistance to air devel- 
opment, including airfields, in Afghanistan because air development 
is believed to be an essential and economical first step in helping the 
economy of Afghanistan. ‘The civil aviation program, under which 
the United States will help Afghanistan expand its airlines system and 
improve its department of civil aviation was requested by the Govern- 
ment of Afghanistan, and initiated in June 1956. Through June 30, 
1957, a total of $14.7 million had been obligated for the program. 
As a result of the development of the international airport at Kanda- 
har, United States commercial planes have begun to link Afghanistan 
with the other countries of the free world. A management contract 
already in operation has helped the Afghan airline operate scheduled 
flights for an expanding volume of traffic. And as a further and im- 
portant result of this United States assistance, Afghanistan has already 
been able to strengthen its internal political and economic cohesion 
in a manner similar to the experience of Latin America, whose trans- 

ortation problems closely parallel those of Afghanistan, and which, 
like Afghanistan, have very difficult terrain problems. Moreover, at 
this time when the Afghan airlines have operated domestic and inter- 
national scheduled flights for nearly a year, both freight and passenger 
traffic have exceeded all expectations; revenues have increased sub- 
stantially; and exports of Karakul and Afghan carpets have been 
greatly facilitated. The net advantage to the Afghan economy is clear. 

It is fully recognized that it is important also to develop land trans- 
portation in Afghanistan, and substantial efforts have been made to 
do so, including assistance in surveying the highway system, in pro- 
viding training in highway maintenance, in improving the highway 
maintenance organization, and in the establishment of motor main- 
tenance repair shops. But many difficulties have arisen in making 
such assistance effective, and it is recognized that it will be a slow 
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process before this assistance will have the necessary impact in the 
Afghanistan economy. In these circumstances, simultaneous assist- 
ance to air development seems unavoidable. 


Question No. 16 


The allegation has been made that we have provided electronic 
microscopes in regions of the Philippines where no power is available 
for their use. Is this correct? 

Answer 


Two electronic microscopes were procured for the Philippine pro- 
gram. Use of one of the microscopes was delayed due to lack of 
power at the time of its arrival. The problem was rectified there- 
after and the microscope was put to effective use. 

The second microscope was procured in 1953 for the Alabang Serum 
and Vaccine Laboratories of the Department of Health of the Philip- 
pine Government and power was available at that location to put the 
instrument into effective use on its arrival. 

The facts concerning the first microscope are as follows: In 1951 
the Philippine Government requested, and the then ECA approved, 
the procurement of one electronic microscope for use in plant research 
at the College of Agriculture of the University of the Philippines at 
Los Banos. 

The procurement of the microscope was considered essential for the 
study of virus diseases, especially of coconuts, which is a serious prob- 
lem in the Philippines. Although it was known at the time of pro- 
curement that there was no dependable source of power at the college 
to operate the microscope, the Philippine Government assured our 
mission that arrangements would be made for the college to connect 
onto the pow erline which was furnishing power to Manila. It sub- 
sequently developed that the Philippine National Power Co. was un- 
able to obtain the necessary capital to extend their power facilities in 
order to furnish dependable power to Los Banos and surrounding com- 
munities. Faced with this difficulty the Philippine Government and 
our mission concluded that the most economical and practical alter- 
native was to build a small generating plant for the college in order 
that it could supply, and be “assured of, dependable power for all its 
facilities, including the electronic microscope, rather than relying on 
the then used commercial source whose equipment was rapidly deteri- 
orating. Generators were procured by ICA for the plant, and the 
college thereafter generated power for its facilities and equipment 
including the microscope as well as the contiguous new Forest Prod- 
ucts Laboratory and the College of Forestry which also are ICA 
projects. 


Question No. 17 


Does the return of assets to Germany and Japan have any relation- 
ship, remote or close, to the foreign aid program? 


Answer 


The return of assets to Germany and Japan has no such relationship. 
Presumably this question is based on the current issue concerning 
return of assets originally held by German and Japanese nationals. 
The situation regarding these assets is as follows. During World 
War II the United States blocked and later confiscated German and 
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Japanese assets in the United States. The White House issued a 
press release last summer which stated that it would transmit to this 
present session of Congress its legislative proposals with regard to 
these assets. At no time has it been proposed that return of these 
assets be treated as a form of assistance to any foreign government. 

Aside from military assistance, Germany is no longer receiving any 
aid and there is only a small technical assistance program in Japan. 


Question No. 18 


Eugene Castle has stated that we are now expected to pay Germany 
for the cost of maintaining the British and French armed forces now 
on duty there. Is this correct? If so why are we doing it? 

Answer 

We are not now paying, nor have we agreed to pay Germany or 
anyone else for the cost of maintaining British and French armed 
forces in Germany. 

There has been recent protest by Great Britain that due to Ger- 
many’s refusal to pay troop support costs these costs were creating a 
foreign exchange problem for Britain. Britain believes she is bearing 
an unfair share of the burden of maintaining NATO military strength. 
France has also voiced informal complaints along the same lines. A 
committee of experts agreed that the cost of maintaining troops in 
Germany was causing Britain a foreign exchange problem. The 
German Government has suggested that to relieve Britain of this 
burden other NATO countries contribute to the cost of maintaining 
her troops in Germany. No further action has been taken with 
respect to this problem. Behind this proposal lies the question of 
equitable distribution of mutual defense costs. 


Question No. 19 


Highways and bridges are being built in foreign lands while our 
own road system has been neglected for many years. 
Answer 

During the period July 1, 1954, to November 30, 1957, the United 
States Government financed highway improvements and Sa 
ment in aid receiving countries in the amount of approximately 
$133 million. 

For calendar year 1954, $5.7 billion were expended for new highway 
construction in the United States. 


Question No. 20 


It has been alleged that the United States undertook the building 
of a highway in Thailand for $6 million and that this highway has 
already cost $18 million for half of the originally planned stretch. 
Is this correct? What are the circumstances surrounding the con- 
struction of this highway? 


Answer 

United States support of the Northeast Highway project in Thailand 
was undertaken in 1954 on an urgent basis when Communist Viet 
Minh troops penetrated to the northeast Thailand border and it 
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appeared there was grave danger that neighboring countries, especially 
the former Indochina States, might fall to overt Communist aggression 
and subversion. Initially, the ‘highw ay was conceived as a strategic 
road to the northeast so that Thai forces could moré effectively use 
tanks and other vehicles furnished as United States military aid, to 
defend the area in the event of hositilities, while at the same time the 
great economic importance of the road was recognized. 

The semiarid northeast of Thailand to be served by this road is 
relatively isolated, economically depressed, and vulnerable to sub- 
version. The road forms a main link in the vital transportation route 
from the port of Bangkok to landlocked Laos. The linking of Bangkok 
to the northeast with an all-weather road is of very high priority in 
the improvement of Thailand’s communications. Already remarkable 
new economic activity is resulting as the road penetrates into the 
heretofore underdeveloped northeast. Agricultural diversification 
and processing is essential to the development of economic self- 
sufficiency in Thailand and the northeast is the key area in this 
regard. 

Because of the grave military situation existing when the project 
was initiated, it was considered necessary to start road construction 
quickly before completing detailed engineering studies and cost 
estimates. In lieu of such studies, it was arranged that detailed 
engineering would proceed concurrently with the construction. 

At an early stage a preliminary cost figure of $6% million (plus a $1 
million Thai contribution) was suggested, based on generally un- 
checked Thai data. However, before ICA undertook to contract for 
any construction, an engineering reconnaissance survey was arranged 
in order to secure more realistic figures. This survey was not and 
did not purport to be a detailed engineering study with precise cost 
estimates. The survey estimated a cost of $21 million for a 200-mile 
highway consisting of two principal parts: a first 100-mile stretch 
involving completely new construction through difficult terrain; and 
a second 100-mile section, largely involving bridge repair and the 
rehabilitation of an existing ro: id, and therefore bei ung t the less expen- 
sive half of the project. On the basis of these reconnaissance figures 
it was decided initially to undertake only the first 100-mile stretch. 

The cost of constructing this 100 miles is proving greater than the 
estimates made in the initial 1954 reconnaissance survey for the fol- 
lowing reasons: 

(a) Design criteria were revised upward upon the advice of the 
Department of Defense. 

(6) There has been a continuing general worldwide increase in 
construction costs since 1954. 

(c) Part of the highway was relocated. 

(d) In addition, certain cost elements, such as quantities of earth 
and rock to be moved, were underestimated in the reconnaissance 
survey. 

It now appears that this first 100-mile stretch will cost about $22 
million when completed in mid-1958. 

This project is considered fundamentally sound in concept and 
execution. 


| 
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Question No. 21 


Have we provided dress suits for Grecian undertakers under the 
foreign aid program? 


Answer 


Procurement records in Greece show no aid-financed procurement 
of clothing of any kind with the exception of footwear for the Army. 
Civilian clothing, as a matter of United States and Greek policy, has 
been ineligible for United States aid financing in Greece since the in- 
ception of the aid program in Greece. 


Question No. 22 


Have we financed public baths for Egyptian camel drivers? 
Answer 


ICA has provided funds to assist;a cooperative rural health demon- 
stration center at Shubra Mont, in Egypt. The project included 
public baths as part of the health center. Although the project 
commodity procurement schedule, which describes the commodities 
being bought with the United States dollar contributions to the 
project, does not include public baths, some of the commodities pro- 
cured could have been used in connection with building the baths. 

There is also included as part of the Egyptian-/ American rural 
improvement service projects a project for v illage i improvement in the 
Abis area. This project which was financed from a joint United 
States-Egyptian joint fund provided for the construction of a building 
combining baths and a laundry. 

Neither of these projects was specifically designed to provide 
facilities for camel drivers. However, it is obviously possible that the 
facilities could have been used by camel drivers. This is particularly 
true of the Shubra Mont project, which is located just off a well- 
traveled road to Cairo. 

The inclusion of public bathing facilities in these two projects 
results from the fact that Egyptian villages customarily have public 
bathing facilities, and from the further fact that such facilities are 
frequently no more than drainage ditches, the use of which has some- 
times led to the development of bilharzia. A project designed to 
encourage and improve health and sanitation standards would there- 
fore necessarily include public bathing facilities. 

It should be pointed out, furthermore, that technical cooperation 
projects have for some time included public bathing facilities in health 
projects. 

Question No. 23 


Have we provided free airplane rides for thousands of Arabs to 
visit Mecca? 


(a) If this is true, what are the justifications? 
(6b) Did the U nited States derive any benefits from this project? 
(c) What were the nationalities of the Arabs so transported? 


Answer 


(a) The United States Government has provided transportation for 
a ae to Mecca on two occasions: 

The first instance did not involve ICA or its predecessor agencies 

or the use of any MSP funds. In August 1952, the Lebanese Govern- 
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ment appealed to the United States Embassy in Beirut for help to 
provide emergency transportation for pilgrims who were stranded 
in Beirut on their way to Mecca. This appeal occurred on August 22. 

The pilgrims had to be at Mecca by August 29 to fulfill the deeply felt 
religious purpose of their journey. Local airlines had oversold tickets 
on the normally scheduled and special flights that were to take Moslem 
pilgrims from all over the Moslem world to Mecca in time for the yearly 
pilgrimage ceremonies. When it_was found that private American 
airlines could not fill the gap, the Department of State consulted with 
the Secretary of the Air Force, and it was determined that Air Force 

transport planes could be made available. Over 3,000 pilgrims were 
transported by the Air Force. These pilgrims were not given free 

trips. They had paid full commercial fares in Lebanese pounds to 
the three local airlines. It was agreed that the pilgrims should not 
receive any special benefits by virtue of being transported in Air Force 
planes, and that the Air Force should not receive any benefits for this 
humanitarian service. It was, therefore, decided that the United 
States Government should not enter into the arrangements except in 
terms of providing the transportation. A Moslem Welfare Committee, 
composed of 14 leading Moslem dignitaries and personalities in 
Lebanon, was established by the Lebanese to receive and distribute 
the refunds. The 3 airlines involved therefore turned over to the 
American Ambassador a sum of 707,400 Lebanese pounds in trust 
for his presentation to the Moslem Welfare Committee. This was 
done on October 25, 1952. 

These funds were not collected by or on behalf of the United States 
Government and were turned over to the Ambassador by the airlines 
for the sole purpose of presentation to the Moslem Welfare Committee. 
At the time it was made clear to the Lebanese Government that the 
United States Government could not be expected to repeat such a 
humanitarian operation in the future and it was impressed on those 
responsible that adequate planning for commercial transportation had 
to be undertaken during future pilgrimage seasons. 

2. In June 1956, at the request of the Government of Afghanistan, 
the United States, under the mutual security program, furnished under 
contract to Pan American World Airways one commercial airplane 
to the official Afghan airline to help transport Moslems from that 
country on their pilgrimage to Mecca. These Moslems also were not 
provided with free trips, but paid their own way in Afghan currency 
to the Aryana Airlines. The cost of chartering the commercial plane 
was charged to funds available under the mutual security program. 

(b) Both of these projects resulted in increased good will in the 
Moslem world for the United States. In the case of the 1952 airlift 
from Beirut, the fact that the United States had come to the rescue 
of stranded Moslem pilgrims received considerable publicity in the 
Middle East and brought a grateful response from numerous prom- 
inent Moslems, many of whom had previously been hostile to the 
United States. The airlift also demonstrated to the people of the 
area the capabilities of the United States Air Force in an unmistakable 
manner 

As for the 1956 Afghanistan project, the provision of transportation 
for pilgrims to Mecea is an important function of the Government of 
Afghanistan, which it must perform in order to meet the expectations 
of the Afghan people. United States assistance to the Afghan Gov- 
ernment in fulfilling that function at aftime when the Government air 
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transport system was inadequate to the task demonstrated the friend- 
liness of the United States and thus helped to dispose the Afghan 
Government favorably to the West. It also provided an important 
stimulus to the Afghan air transport system, a project to which the 
United States was planning to provide and is now providing economic 
assistance. 

(c) In the case of the Beirut airlift, the pilgrims stranded in Beirut 
were primarily of Turkish, Iranian, and North African origin. The 
Moslems assisted in Afghanistan were mostly of Afghan nationality 
(not Arabs). 

Question No. 24 


Are foreign-aid funds being used to send operatic singers to Western 
Europe, weight lifters to the Middle East, and jazz bands to Latin 
America and the Far East? 

Answer 

No. 

Some tours abroad by creative and performing artists and athletes 
from the United States are being assisted by the Department of 
State under the express authority of Public Law 860, 84th Congress. 
They are not a part of the mutual security program and are not 
administered by ICA. 

Question No. 25 


[t has been alleged that the Philippines could live and prosper 
without one American foreign aid dollar. 

(a) What is the economic situation in the Philippines? 

(6) What would occur if all American aid were to be withdrawn? 
Answer 

While a more effective use of its resources would benefit its economy, 
the Philippines cannot meet both its present defense and develop- 
ment requirements without external assistance. 

(a) Currently, the economic situation in the eres is at its 
worst since 1949, when an economic crisis resulted in the Philippines 
request for aid from the United States. Due to falling prices of 
exports and a heavy demand for imported consumer ‘goods, the 
Philippines’ foreign exchange position deteriorated seriously during 
1957. Foreign exchange reserves at the end of 1957 amounted to 
approximately $140 million, less than 3 months’ import requirements 
at the average monthly import rate that year. 

Since most of the Philippine people live only a little above a bare 
subsistence level, Government revenues are derived largely from 
customs duties and excise and sales taxes. These revenues are insuffi- 
cient to defray the costs of essential Government operations, thus 
necessitating deficit financing of important public works and military 
installations, with inflationary results. The present situation is suc h 
that foreign investors are loath to invest in the Philippines and 
domestic capital is hoarded or used in speculative activities. 

(6) The ICA defense support-technical assistance program for the 
Philippines, reduced to $19 million this year from a $33.9 million 
program last year, is concentrated in support of military construc- 
tion and rural de ‘velopment. ‘The effects, if the present ICA defense 
support-technical assistance program were terminated, would jeop- 
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ardize goals of specific interest to the United States. Military con- 
struction would probably be substantially curtailed and the rural 
development program, on which much of the United States past aid 
has been focused, would deteriorate. Lack of the programed military 
facilities would not immediately affect the economy but would delay 
the development of the military strength of an important ally. 

Retrenchment in the Philippine Government’s rural development 
program would risk a resurgence of discontent in rural areas, a 
problem with which the Philippines, with United States aid, has 
begun to make substantial progress. Without the pesos derived 
from the sale of United States surplus agricultural commodities 
(half of ICA aid to the Philippines takes this form) the Philippine 
Government would either have to curtail these activities, reduce other 
essential Government activities or further increase its budgetary 
deficit. Curtailment of other Government services would increase 
the danger of instability and any increase in deficit financing would 
intensify inflationary pressures in an economy facing a serious 
economic situation. 

It is true that United States aid to the Philippines is small com- 
pared to that country’s gross national product of $5 billion. It 
is also true that United States aid will not solve all the problems of 
Philippine defense and development and that the primary job must 
be done by the people of that country, who in some ways could be 
doing that job more effectively. However, it is also true that 
(1) the problems of Philippine defense and development are not easy 
ones; (2) a primary purpose of United States aid has been to stimulate 
the Philippines to make the most effective use of its resources in 
tackling these problems and; (3) without United States aid the rate 
of economic development in the Philippines, the growth of govern- 
mental, financial, and educational institutions needed to improve 
economic and social conditions, and the construction of needed 
defense facilities would have been much slower. 


Question No. 26 


Do we conduct a knitting school with foreign aid funds? 
Answer 


ICA does not, insofar as we can determine, conduct a knitting school 
with foreign-aid funds anywhere in the world. We do under the tech- 
nical cooperation program support projects of a home economics and 
cottage industry nature which involve teaching of sewin 

This kind of ‘‘charge’”’ is particularly difficult to deal with because 
of its failure to specify the type of activity involved or where in the 
world it might be. 

After a diligent search, the only activity which ICA can discover 
which may have given rise to this charge, is a project in Korea which 
is operated entirely with private funds by the Church World Services, 
a distinguished American humanitarian organization. This activity 
was designed to assist impoverished Korean war widows to earn a 
living by knitting and other sewing. It has been assisted by the 


wives of American diplomatic and ICA personnel in Korea, on a volun- 
tary basis. 


22832—58-—5 
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It seems particularly unfortunate that such a charitably inspired 
and worthwhile voluntary effort should be misinterpreted and held 
up to ridicule. 


Question No. 27 


Do we underwrite modern art exhibits with foreign aid funds? 
Answer 

No. 

Some activities of this general character are financed by other 
agencies of the Government under legislative authority which is en- 
tirely separate from the mutual security program. 


Question No. 28 


Has a survey of flower reproduction been financed with foreign aid 
funds? 
Answer 

Mutual security funds have not been used in connection with a 
survey or the growing of ornamental flowers. We know of only one 
case where we have financed a project involving a plant which could 
reasonably be mistaken as ornamental. That involved experimental 
growing in Latin America of kenaf which is a member of the hibiscus 
family. It is a jute substitute valuable for string, rug, yarn, and bur- 
lap and is considered a strategic material. The only substantial sources 
of supply at present are India and Pakistan. 

ICA policy would permit the financing of flowers where they have 
an industrial or agricultural use. Where the flower is ornamental, 
even though it may have economic value, either as a foreign exchange 
earner or in the development of local markets, we would not finance 
any project involving it. We have refused to finance ornamental 
flowers on a number of occasions. Late in 1954, for example, we re- 
fused the request of one government that we help replace the rose 
collection of an agricultural experimentation station which was de- 
stroyed by flood. 

The Agricultural Research Service, using De partment of Agriculture, 
not mutual security, funds does survey and investigate ornamental 
flowering plants in various parts of the world as part of its regular 
research activity. This has nothing to do with the mutual security 
program. Perhaps it was such a survey that gave rise to the above 
question. 

Question No. 29 


It has been alleged that merchants in Korea and Vietnam have 
profiteered as a result of the disparity between the official exchange 
rate and the actual rate for Korean and Vietnam currency. 

(a) Has this not resulted in a waste of foreign aid funds in 
that the local currency proceeds to the United States from the 
sale of our goods have been lower than they should be? 

(b) Have local merchants in fact profiteered? 

(c) What has been the extent of these windfall profits? 
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oe 
Korea 


Answer (all three parts of this question are being answered together 
because they are closely interrelated) : 

The Korean Government, with the advice and assistance of the 
United States, has taken several measures which have had a salutary 
effect in reducing opportunities for windfall profits by importers. 
These profits, the amount of which cannot be readily determined, did 
for a period reduce somewhat the effectiveness of the ICA commodity 
import program in combating Korea’s chronic inflation. However, 
during 1957, although the windfall profits had not been fully elimi- 
nated, inflation was brought under control. 

The situation that gave rise to windfall profits ,and the measures 
taken to deal with the problem, are described below. 

It must be noted, at the outset, that profiteering by Korean mer- 
chants was not, and is not, involved in a substantial part of the United 
States aid program, such as the supplies and equipment imported for 
Government projects, including powerplants, rehabilitation of railroads, 
etc. In addition, major portions of nonproject imports are distributed 
through Government channels, reaching the ultimate consumer at 
prices equivalent to, or only slightly above, the official exchange rate 
plus the cost of distribution. 

The problem of excessive profits grew primarily out of a major 
shift from Government to commercial procurement undertaken in 
mid-1956 in order to stimulate private business and investment and 
improve the distribution of imported commodities. While the ex- 
change rate had been raised in August 1955 from 180 to 500:1, the 
prices of many commodities continued to advance, permitting im- 
porters to realize considerably more than the 500:1 paid by them for 
the dollar allocations provided from United States aid. This resulted 
in windfall profits on commodities such as artificial fibers, paper, 
medicinals and others, for which demand greatly exceeded the supply. 

While further adjustment of the exchange rate would have reduced, 
if not eliminated, the windfall profits, the Korean Government has 
consistently aimed at avoiding new devaluation as inflationary. 
Instead, with the aid of the ICA Mission, the Korean Government has 
attempted to meet the problem of windfall profits in other ways. 
First, it increased initial downpayments which importers were required 
to make when applying for dollar allocations. However, prices and 
profits continued to rise, and competition among importers for dollar 
exchange became so keen that available funds for certain particularly 
desirable commodities were heavily oversubscribed. The Govern- 
ment then for a period awarded the dollar exchange available for the 
import of these commodities by the drawing of lots, a system which 
did not succeed in eliminating profiteering and was further criticized 
as fostering gambling and speculation. Finally, in the spring of 1957, 
the Korean Government, at ICA urging, adopted a system of award- 
ing the dollar allocations for commodities in greatest demand on the 
basis of the highest offers for the purchase of Government bonds over 
and above the basic payment of 500 hwan per dollar. Since this 
system, too, has certain unsatisfactory features, the Korean National 
Assembly is now considering a bill, drafted with the assistance of an 
ICA tax cunsultant, which would replace the bond purchase system 
with a special excise tax on aid dollar allocations to importers. Mean- 
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while, efforts continue to improve and expand the bond purchase 
system through administrative action. 


Vietnam 


Answer. (All three parts of this question are being answered together 
because they are closely interrelated.) 

Under the conditions presently prevailing in Vietnam, importers 
have little or no opportunity to earn windfall profits from the sale of 
imports financed by the United States. During the early years of 
the United States aid program, some windfall profits did accrue to 
commercial importers of salable commodities financed with United 
States assistance. These import profits, the amount of which cannot 
be determined, represented to some extent a waste of United States 
aid funds because local currency which otherwise would have been 
available to the United States and the Vietnamese Government for 
agreed purposes was diverted into private channels. However, since 
early 1957, control measures have so changed the situation that 
windfall profits have been almost entirely eliminated. 

The background facts are as follows: 

In 1955 and 1956, the internal financial and monetary situation in 
Vietnam was extremely unsettled owing to the civil war with the 
sects, the need to provide for a very heavy influx of refugees, and the 
inexperience of the newly formed Vietnamese Government grappling 
with the unstable political and economic situation. Under these 
conditions, the pressure of internal monetary inflation and the lack 
of confidence in the piaster generated very strong demand for imports. 

The Vietnamese Government was concerned about the excessive 
demand for imports and the windfall profits to which this situation 
gave rise and, therefore with the advice of the ICA mission, sought a 
means of dealing with the problem. In the fall of 1956, the Govern- 
ment introduced price controls and legally imposed profit margins on 
the sale of imported commodities. The Government decided against 
modifying the exchange rate but did proceed by substantially increas- 
ing taxes on imports (imposed early in 1957), to increase the number 
of piasters vielded by each dollar of ICA-financed commercial imports. 
Import levies, on the average, now yield 18 piasters per dollar value 
of aid imports. Thus, a Vietnamese importer actually pays (and the 
Government of Vietnam actually receives) 53 piasters for every dollar’s 
worth of imports. In this sense, one can say that the “effective rate” 
of exchange for imports in Vietnam is 53 to the dollar, rather than the 
official rate of 35 piasters to the dollar. 

As a result of the additional taxes imposed, and of measures taken 
by the Vietnamese Government since late 1956 to combat internal 
inflation, it seems quite clear that the Vietnamese importers are at 

resent not generally benefiting from profit windfalls. In fact, it is 
ikely that certain importers are actually incurring losses under 
present conditions. There may be a few isolated import commodities 
for which demand still outruns supply, and the United States Opera- 
tions Mission has therefore suggested to the Vietnamese Government 
that even larger excise taxes be imposed on certain imports in order 
to limit demand and further reduce profit margins; motor scooters 
may be a case in point. 
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To give an example of how the present taxes on imports operate, 
take the case of tobacco, a commodity for which the “effective” 
exchange rate is much higher than for the average product. Every 
dollar’s worth of leaf tobacco imported into Vietnam is subject to a 
20 percent customs duty. However, the taxes imposed in March of 
1957 must then be added, i. e., a 50 percent stabilization tax (calcu- 
lated exclusive of customs) and a 25 percent production tax (calculated 
inclusive of customs and stabilization tax). Thus, in the case of 
tobacco, a dollar’s worth of tobacco actually costs the Vietnamese 
importer over 74 piasters, as compared with the official rate of exchange 
of 35 piasters. 

Question No. 30 


The allegation has been made that 20 locomotives were shipped to 
Korea in such a way that the transportation cost far exceeded that of 
another available means of shipment. 

What was the justification for ICA’s action in shipping these loco- 


motives via the west coast in small groups rather than using a group 
shipment from the east coast? 


Answer 


Actually funds were saved by shipping these 20 diesel locomotives 
from the Pacific coast as they became available from the manufac- 
turer. This method of shipment was selected by ICA as in the best 
interests of the United States Government after calculation of all 
factors involved. It is true that the cost of ocean freight would have 
been cut approximately $130,000 if shipment of the entire block of 20 
locomotives had been delayed for about one and one-half months 
until the last locomotive was ready for shipment from the east coast. 
However, the resulting delayed delivery of the locomotives to Korea 
would have deprived ‘the Korean National Railways, which is sup- 
ported by the United States aid program, of savings in fuel costs of 
almost a quarter of a million dollars. Actually over $115,000 net was 
saved by the earlier staggered delivery of locomotives approved by 
ICA. 

The saving in fuel cost of almost $250,000 is computed as follows: 
Advanced delivery by fast liner from the west coast placed the loco- 
motives into operation a total of 404 locomotive days ahead of group 
shipment from the east coast via the Panama Canal. The 20 diesel 
locomotives shipped replaced 91 outmoded, overaged, coal-burning 
steam locomotives with a resultant saving in fuel costs of over $600 
per day attributable to each diesel from the time it was placed into 
operation. 

The shipment of locomotives arranged by ICA accomplished, in 
addition to the foregoing significant savings, the utilization of United 
States flag instead of foreign flag vessels. The staggered shipments 
were all made on fast United States flag liners. A group shipment 
would have been possible only on a specially equipped foreign flag 
tramp vessel since no United States flag vessel exists capable of carry- 
ing a cargo of 20 locomotives. 
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Question No. 31 


Is our military assistance equipment being used by Trujillo to keep 
the people of the Dominican Republic under dictatorial domination? 
Answer 

The military assistance equipment provided by the United States 
to the Dominican Republic amounts to a small fraction of the $30 
million which that country annually expends on its military forces. 
The United States equipment is limited to support items, principally 
spare parts and ammunition, and training for the navy and air force 
of the Dominican Republic. 

The Dominican Republic has an agreement with the United States 
for the purchase of military equipment. It also has made purchases 
of military equipment and supplies in a substantial amount from 
other countries. 

The United States obviously favors a democratic form of govern- 
ment but is not in the position to insist that other governments con- 
form with this preference. To accomplish the objectives related to 
the security interests of the United States, it is important that the 
United States continue to plan in conjunction with friendly nations 
the military defense of the hemisphere. 


Question No. 32 


Was our military assistance equipment being used by Perez Jime- 
nez to keep the people of Venezuela under dic tatorial domination? 
Answer 

Venezuela, as a result of its huge oil income, is capable of purchasing 
and does purchase with its own funds from other world sources, 
material and equipment required for its armed forces. 

It has an agreement with the United States for the purchase of 
military equipment. It also has made purchases of military equip- 
ment and supplies in a substantial amount from other countries. 

The United States obviously favors a democratic form of govern- 
ment but is not in the position to insist that other governments con- 
form with this preference. To accomplish the objectives related to 
the security interests of the United States, it is important that the 
United States continue to plan in conjunction with friendly nations 
the military defense of the hemisphere. 


Question No. 33 


Do we give any economic assistance to the Dominican Republic? 
Answer 

The only economic assistance now given to the Dominican Republic 
is a small technical cooperation program in rural and vocational educa- 
tion. It is carried out through a joint servicio which is staffed by 
10 United States technicians and 114 Dominican technicians and 
employees. 

In addition to the program now in existence, there was a small 
cooperative health program from 1944 to 1948 and a cooperative agri- 
culture program from 1952 to 1956. Beginning with fiscal year 1952, 
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the following figures represent the total amounts expended each year 
for all economic assistance to the Dominican Republic: 


Fiscal year: Amount expended 
FOGG: cucbso cus daatecbdeeencenste eeeoacsee ae $212, 000 
NOG G.. tise nde ete eee Sele eee 360, 000 
1906s. swsdcncewin beso was eee dea 167, 000 
i 336, 000 
ee ciel Sa Le Si eae dae 265, 000 
ROGF cissli.. otic. ak abe el eae bead 156, 000 

060 (to Dod. Sl, WO t hi sec anes eeoneenke 82, 000 


Question No. 34 


Have any local currency funds belonging to the United States or 
any counterpart funds been used for debt retirement? 
Answer 

1. No local currency funds belonging to the United States have 
been used for debt retirement. 

2. Prior to enactment in 1953 of the provision against use of counter- 
part for foreign government debt retirement, the following amounts 
of counterpart owned by cooperating countries were released for debt 
retirement in situations where such release was regarded as necessary 
for purposes of internal monetary and financial stabilization in accord 
with objectives of the Economic Cooperation Act of 1948. 


Amount in 


Country: millions 

TER oe So Sa ee ee ee ee $85. 0 

‘ Denmark 5. 6 scien oni txnsws cee wares ake eee 130. 1 
HNO ik Lao bits Sh Lat ok be a Ono 171. 4 

IN CUHOCHIRIB phic nc ora: acer brerecrg whee ays Meera tee 197. 4 
NOPWEY 6 on itn Hhaasemundaneendaew ead 292. 7 

United Is manos: 2. alu cke eee eneao eases 1, 706. 7 

RORNS io Sct asm so cites ce ee a cen een 2, 583. 3 


3. Since 1953, except as permitted by statutory authority, there 
has been no debt retirement use made of counterpart, the deposit of 
which was required by statute. In 1954 counterpart subject to the 
ban on debt retirement became an amount equal to “proceeds to the 
recipient nation from the import or sale” of certain grant aid in place 
of the previous “commensurate” value. In 1956 the ban on use of 
counterpart for debt retirement was limited by the following proviso: 
Provided, however, That to the extent that funds have been borrowed by any 
foreign government in order to make a deposit of counterpart and such deposit 
is in excess of the amount that would be required to be deposited pursuant to the 
formula prescribed by section 142 (b) of the Mutual Security Act of 1954, as 
amended, such counterpart may be used in such country for any agreed purpose 
consistent with the provisions of such Act. 

In Korea, where an exception to the statutory requirement for 
counterpart deposits has always applied, an amount equivalent to the 
value of grant aid to the public sector of the economy (from which no 
actual proceeds accrue) is borrowed by the Korean Government from 
the Bank of Korea, deposited in the counterpart account, and subse- 
quently withdrawn and repaid to the Bank of Korea. This bookkeep- 
ing arrangement serves to provide a full accounting for all grant aid 
given and not just that portion of aid generating actual sales proceeds. 
In addition, despite the special statutory exception for Korea, the 
United States and Korean Governments have agreed that an amount 
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in the counterpart account equivalent to actual proceeds net of import 
duties be made available for the purposes of counterpart. This 
amount is treated as ineligible for debt retirement. 


Question No. 36 


There have been reports that foreign aid funds were used for the 
erection of frozen orange juice plants i in Italy. How many Italians 
have facilities to store frozen orange juice? 


Answer 


No mutual security funds have been used to finance the construction 
of frozen orange juice plants in Italy. 

We estimate that, at most, 10 percent of Italian households own 
refrigerators. Of these only the latest models permit storage of 
frozen foods. However, as far as we know the market for the frozen 
juice is composed largely of hotels, restaurants, hospitals and the like 
rather than individual consumers. 


Question No. 36 


There have been repeated reports that public works and industrial 
projects have been undertaken in foreign countries without adequate 
on and economic surveys having been conducted. 

a) “What is the practice of the U hited States in this respect? 

B) What steps have been taken to insure that such surveys 
are adequate? : 

(c) What personnel are available in Washington to insure 
adequacy and efficiency of projects undertaken? 

(d) Does this latter group have sufficient voice in the adminis- 
tration of the program? 

Answer 

(a) The normal present practice of ICA with respect to proposed 
public works and industrial projects to be financed with direct ICA 
grant or loan funds (apart from the Development Loan Fund, which 
is en in (a) 9 below) is as follows: 

A project proposal form giving full details of the suggested project 
is sindiphee! by the United States ‘Operations Mission in the country 
concerned, on the basis of information supplied by the officials of the 
cooperating government or private entity requesting assistance, sup- 
plemented by on-the-spot checks by appropriate technical personnel 
of the USOM. 

This proposal is accompanied by any engineering and economic 
survey reports bearing on the project which have been made. In 
some cases, such as Korea, ICA assists cooperating countries in retain- 
ing United States engineering firms on a continuing or special contract 
basis to make such surveys. 

3. The project proposal and accompanying data is reviewed by the 
technical and economic personnel of the USOM and is not forwarded 
to ICA/Washington unless the USOM is satisfied with its technical 
and economic soundness. 

4. Project proposals forwarded by the USOM are intensively re- 
viewed by the appropriate Technical Services Division of ICA/Wash- 
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ington (see (c) below for a description of the resources available for 
this purpose). 

5. If the ICA/Washington review indicates any questions about 
ae | project, the USOM 1s requested to supply further information. 

. Whenever it appears that satisfactory engineering and economic 
sur ae studies are not available to support the project, ICA requires 
that a competent engineering firm be retained to make a special 
survey of the economic feasibility, engineering soundness, location, 
an , of the project. 

. Only when a project is deemed fully sound on the basis of these 
reviews and surveys will ICA normally approve it for financing. 

8. Once a project is approved it is ICA’s practice to assist the 
cooperating country in retaining a competent engineering firm to 
undertake the detailed design of the installation involved; to prepare 
detailed invitations for competitive bids on actual construction; and 
to supervise actual construction. 

9. Progress reports on all capital projects are required to be made 
periodic -ally to ICA’s engineering department in Washington, and 
reviewed and concurred in by the firm responsible for the engineering. 
The design engineer is also responsible for the inspection of construc- 
tion and acceptance of the plant and facilities as being built and 
equipped in conformity to the approved drawings and specifications. 
USOM’s are required to follow the job in the field, and ICA/W 
representatives inspect the more ae inde projects on a periodic 
basis. 

In rare cases where there are urgent political or economic considera- 
tions necessitating especially rapid action, ICA may agree to finance 
a project before all of these normal documentation and review pro- 
cedures have been carried out. In such cases ICA takes such steps 
as seem reasonably necessary under the particular circumstances in 
order to assure, before the project gets under actual construction and 
during the course of its implementation, that the project is technically 
sound and that it is carried out effectively. 

A standardized procedure for projects to be financed from the new 
Development Loan Fund is now in the final stages of preparation and 
has not yet been put into effect. It is expec ted to embody elements of 
both the ICA procedures described above and of the procedures 
followed by the Export-Import Bank for similar projects. ICA and 
the Export-Import Bank will render technical and other services to 
the Fund in connection with loan applications. 

(b) ICA has taken a number of steps in recent years to tighten up 
its procedures in this respect and to improve its staff and facilities 
available for review of such projects. This action has been based on 
increasing recognition of the need for intensified activity on this aspect 
of the program, particularly as its geographic emphasis has shifted 
from the more developed countries of Europe which have a high level 
of engineering and economic competence of their own, to the less devei- 
oped countries which lack such facilities. ICA’s predecessor agencies 
followed somewhat less systematized and less rigorous procedures than 
those described above. 

Specifically, the following steps have been taken: 

Technical and economic staffs in USOM’s abroad have 
been progressively strengthened. 

Increasing use has been made of survey and engineering 
Sentence of the types described above. 
22832—58 6 
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3. A full-time separate engineering staff in ICA/Washington 
was created in 1955. 

4. The services of this staff have been supplemented by a 
continuing contract with a major United States engineering firm 
to provide engineering and economic reviews whic h are beyond 
the resources of ICA’s own staff. 

5. The standardized procedures for documentation and re- 
view of proposed projects, as described above, were instituted 
about 3 years ago. 

(c) The personnel available in ICA/Washington to assure adequacy 
and efficiency of projects undertaken includes 

The services, as required, of the whole complement of 
economic and technical personnel in ICA/Washington, which 
numbers several hundred people, with various types of technical 
and economic specialization and experience. 

2. The services of a full-time industrial Engineering Division, 
which includes 15 engineers and business analysts. 

3. The engineering services of a leading independent consult- 
ing firm on a retainer basis, under a contract with ICA/Washing- 
ton. The services of 8 full-time engineering personnel and 16 
special engineering consultants were utilized under this contract 
during fiscal year 1957. 

4. Under a series of interagency agreements ICA also receives 
technical review and similar services from other United States 
Government agencies which have specialized technical compe- 
tence, such as the Bureau of Public Roads, the Bureau of Recla- 
mation, the United States Department of Agriculture, ete. 

5. In addition, ICA employs special consultants on particular 
problems or projects from time to time. 

(d) ICA believes that the technical personnel available to it now 
have a sufficient voice in the administration of the program. The 
above-described procedures and practices cannot, of course, give 
assurance that mistakes have not occurred or will not hereafter. In 
complex projects like these in foreign countries where technical and 
other factors are often involved that are not encountered in the United 
States, and with the necessity for judgments balancing the need for 
prompt action against the need for doublechecking of technical details, 
errors can obviously take place. 





Question No. 37 


The charge has been made that United States bulldozer operators 
in Cambodia received $20.25 an hour with all living expenses paid in 
an American compound and no income tax. 

(a) Is this correct? 
(b) What is the rate of pay for a bulldozer operator in Cambodia? 
(c) What additional compensation in the form of living expenses 
or other expenses do they receive? 
(d) Are they subject to income tax? 
Answer 
(a) No. 
(b) The hourly rates of United States bulldozer operators in Cam- 


bodia are fixed by the contract between the contractor and the Cam- 
bodian Government at $3 minimum and $3.25 maximum based on a 
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40-hour week with overtime paid at the rate of 1% times the hourly 
rate. Operators completing 18 months’ contracts receive a bonus of 
10 percent of basic salary earned. Operators completing 12 months’ 
contracts receive a bonus of 5 percent of basic salary earned. The 
operators receive 12 days’ vacation and 10 days’ sick leave per year. 

(c) They are furnished food, laundry, and quarters at the con- 
tractors’ camps without charge. 

(d) They are subject to the same United States income-tax regula- 
tions and tax liability as any United States citizen (other than a United 
States Government employee) working overseas. Such persons are 
generally exempt from liability for United States income taxes for per- 
iods during which they remain outside the United States a minimum 
of 18 months. 

Question No. 38 


The charge has been made thas the United States is not undertaking 
any new re .clamation projects this year but that such projects will be 
undertaken under the foreign aid program. 

(a) Is this correct? 
(6) How can it be justified? 
Answer 

(a) Yes. 

(6) One of the purposes of the mutual security program is to give 
economic assistance to the less developed countries of the free world. 
A major problem in many of these countries is the neglect and ex- 
haustion of soil resources over the centuries plus inadequate develop- 
ment and conservation of water resources. Since these countries 
are dependent primarily on agriculture for their livelihood, it would 
not be possible to improve their living condition without land and 
water resources programs. These projects are deemed necessary if 
these countries are to attain or maintain economic and _ political 
stability, which is in the security interest of the United States. 


Question No. 39 


In most official accountings of the foreign aid program Public Law 
480 (surplus agricultural commodities )transactions are not taken into 
account. 

(a) Why are Public Law 480 transactions excluded from most 
ICA accountings? 

(b) Is not the furnishing of surplus agricultural commodities 
foreign aid? 

(c) Does it not meet the same needs as those met by our foreign 
economic aid? 


Answer 

(a) In some of the accountings required on the foreign aid program, 
it is obviously not appropriate to report Public Law 480 transactions. 
However, in many of the reports on ICA activities designed by ICA, 
transactions under Public Law 480 are fully reported. Indeed, ICA 
has gone to considerable effort to account fully for the relevant Public 
Law 480, title I, transactions. For example, in the congressional 
presentation last year, ICA carefully projected its best assumption of 
fiscal year 1958 Public Law 480, title I, sales in the key countries. 
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Again this year that information is being made available in the con- 
gressional presentation books for the fiscal year 1959. 

(b) If by “foreign aid” it is meant (and we believe this is the proper 
interpretation) that it performs a role which in its absence would have 
to be done with mutual security appropriations, then in some cases it 
is “foreign aid,” in others it is not. There are three distinct situa- 
iia (1) In some countries, of which Korea and Pakistan are ex- 
amples, some sales of commodities under Public Law 480 are the 
equivalent of mutual security program dollars. ICA has a careful 
programing procedure to identify such cases and to reduce the MSP 
request correspondingly. (2) In Brazil and Finland, on the other 
hand, it cannot be counted as “foreign aid’’ because, without it, it is 
unlikely that we would provide economic aid under the mutual secu- 
rity program (other than possibly technical assistance). (3) In still 
other countries, the picture is mixed: Without Public Law 480 there 
would be a requirement for more mutual security dollars. However, 
whether the United States would undertake to help meet that require- 
ment with mutual security dollars is a very different question which 
is difficult to answer. It is quite likely that if we did furnish additional 
mutual security aid, it would be in amounts that are much smaller 
than is possible under Public Law 480. 

(c) As indicated above, it does in certain cases and in others it does 
not. Wherever it does meet the same needs as those for which eco- 
nomic assistance is given, the requests for appropriations for such 
economic assistance have been correspondingly reduced. 


Question No. 40 


Is not the major portion of the local currencies made available to us 
under Public Law 480 available for the same purposes as our regular 
foreign aid funds? 


Answer 


This is not accurate. The funds made available to mutual security 
agencies from Public Law 480 transactions can be used only to pay 
for the local costs of economic or military activities whereas mutual 
security funds are needed to pay for the imports of resources into 
the recipient countries to be used in or to support economically 
certain economic and military activities. Thus, although the stated 
purposes of Public Law 480 currencies are similar in many respects 
to certain purposes set forth in the Mutual Security Act, the similarity 
between these currencies and mutual security (dollar) funds does not 
exist as an economic fact. 

Public Law 480 sales transactions are in some cases the equivalent 
or the partial equivalent of mutual security dollars. But the point 
at which the transaction has its real economic value is when the com- 
modities under Public Law 480 are delivered, not when the local 
currencies are used. The availability of surplus agricultural com- 
modities under Public Law 480 has been taken into account in the 
determination of what dollar funds are requested from Congress. 
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Question No. 41 


Do our diplomats and Government officials have counterpart and 
local currencies available to them for expenditure without regard 
to the Government accounting laws? 


Answer 

No. 

Counterpart and local currencies owned by the United States 
Government may be expended only for purposes authorized by United 
States laws and are fully accounted for as subject to United States 
accounting laws. Members of the United States Congress have 
available to them for their local currency expenses for official travel, 
local currencies owned by the United States. These are accounted 
for in accordance with procedures determined by Congress. As to 
local currencies owned by foreign governments, the United States 
Government participates in the decision as to the manner of expendi- 
ture of such currencies in two types of cases. The first involves 
counterpart. General agreements with aid countries customarily 
provide that the aid country may expend counterpart only for purposes 
or projects approved by United States representatives and contributing 
toward the objectives of the aid program. The second type of case 
involves trust accounts. These arise from agreements by an aid 
country to deposit certain amounts of local currency in an account 
beneficially owned by the foreign government but administered di- 
rectly by United States representatives to pay certain types of agreed 
costs of the aid program. These funds are accounted for and audited 
under procedures applicable to United States funds and any of such 
funds not required for the purpose of the trust are returned to the host 
government. 

Question No. 42 


The charge has been made that those countries who receive less 
from us have made the greatest economic advances. Is the allegation 
that those who receive the least aid are making the most rapid strides 
correct? 

Answer 


This statement implies that those countries who received less aid 
made the greatest economic advances because they received less aid. 
This is incorrect. Countries which have received large amounts of 
aid, notably those of Western Europe, with this help have made 
recoveries and advances that are outstanding. 


Question No. 43 


It has been alleged that there has been corruption in our aid to 
Korea involving defective merchandise, kickbacks, and overpricing. 
What are the facts with respect to these charges? 

Answer 

The criticism relates to certain malpractices in the cemmodity- 
import program which led to a number of procurement irregularities, 
such as the shipment of defective merchandise, kickbacks, and over- 
pricing. However, the criticism is more broad and sweeping than 
the underlying facts would justify. 
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Certain background information might be helpful in understanding 
the nature of the problem. Based upon a statutory mandate con- 
tained in the Mutual Security Act of 1954, it is ICA’s policy to encour- 
age procurement by the cooperating country, particularly procurement 
through private commercial channels. The result of this policy is 
that ICA is essentially a financing, rather than a procurement agency. 
Because of this fact a system was devised in an attempt to insure that 
aid funds would be expended in an orderly efficient manner, and that 
the obligation and responsibilities of parties involved in aid-financed 
transactions would be clearly defined. Regulation 1 is the legal state- 
ment of that system and of the obligations and responsibilities of those 
parties. It recites the rules with which cooperating countries, im- 
porters, suppliers, and banks must comply when transacting business 
under authorizations to use ICA funds. The terms and conditions 
of Regulation 1 are made binding upon cooperating countries through 
their incorporation by reference in each procurement authorization 
issued by ICA, which is required to be accepted in writing by the host 
government. In accordance with Regulation 1, the host government 
runs the risk of having a refund imposed by ICA if a transaction is 
ineligible for ICA financing. In addition, each supplier who furnishes 
commodities under ICA programs is required to file a supplier’s 
certificate, a form devised by ICA in which the supplier recites certain 
required data regarding the transaction and in which he certifies, 
among other things, that the price he has charged is no higher than 
the United States market price; that he has not paid or received any 
kickbacks, ete. If his certificate is incorrect, he is subject to a demand 
by ICA for refund of the excess paid, or is subject to other corrective 
action. 

Because we are financing thousands of private transactions between 
exporters and importers, and because we are not parties to the con- 
tract, it is always possible that some of these transactions may turn 
out to be objectionable. It is the view of the Agency that the reme- 
dies it has provided are sufficient to protect the Agency’s interest. 

It is believed that the procurement irregularities ‘which occurred in 
Korea in the import of salable commodities were the product of a 
variety of factors, such as, laxity by the Bank of Korea in the alloca- 
tion of aid dollars, inexperience of Bank of Korea personnel with 
procurement methods and regulations, the incentive of high profits to 
both legitimate merchants and speculators resulting from material 
shortages and the exchange rate, and the desire of Korea businessmen 
for capital export. These problems have engaged the attention of 
ICA officials in Washington and the field for some time. In July 1956 
a team of four men was sent to Korea to inquire into the background of 
transactions for aid goods involving shipments of goods forfeited by 
importers and others. The inquiry was later expanded to include a 
review of transactions involving other than forfeited shipments. 

The inquiry disclosed some evidence of procurement irregularities 
such as overpricing; inflating of prices to enable the payment of kick- 
backs to importers and agents; “dummy” importers: shipments of 
inferior merchandise at inflated prices; concealment of commissions. 
Demands for refund have been made upon the Korean Government 
and suppliers, when appropriate, and thus far ICA has received 
approximately $900,000 in refunds. (Some of the information ob- 
tained by the team is still in the process of verification.) However, the 
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documented evidence of malpractices represent a very small percentage 
of ICA financed commodity procurement. 

As a result of studies undertaken with regard to this matter certain 
corrective measures have been adopted to minimize, or, where possible, 
to eliminate these abuses. Such measures include: 

Establishment of a salables review committee in our mission in 
Korea to review the purchase of ICA commodity dollars to determine 
the legitimacy of the importers receiving dollar awards, the essentiality 
of the commodity or commodities to be procured, and the competitive 
character of the prices paid. 

2. Setting up a procurement advisory group within the Bank of 
Korea which takes active part in the conduct of all ICA commodity 
dollar auctions. 

3. Increasing controller personnel and intensifying efforts with 
regard to end-use investigations. 

4. Establishment by the Korean Government of a special bureau for 
review and observation of the procurement of ICA-financed commodi- 
ties. This Bureau maintains close working relationships with the 
Office of the Economic Coordinator and acts as a supplement to OEC’s 
controller end-use investigations. 

5. An advisory team has been set up within the Korean Govern- 
ment Office of Supply for the purpose of assisting that Office in 
developing accounting, warehousing, and other controls with the view 
to eliminating pilferage and other abuses in the area of its responsi- 
bility. 

In addition to the above, the Korean Government is taking steps to 
prosecute firms and individuals who have committed violations of 
ICA and Korean Government procurement regulations. 


Question No. 44 


It has been alleged that the United States Government financed a 
6-lane 15-mile highway from Lisbon to the gambling resort of Estoril. 
Is this correct? 

Answer 

This statement is not true. 

No United States aid dollar funds or counterpart have been used for 
highway construction anywhere in Portugal. The six-lane highway 
referred to was built by the Portuguese Government and was financed 
by it from other sources. It was opened to traffic some 6 months 
before any counterpart funds were released to the Government of 
Portugal. 

Question No. 46 


It has been charged that foreign aid funds built an Italian village 
in which no one wishes to live. Is this correct? 
Answer 

The charge is not true. 

It has been made many times before. 

Presumably the reference is to the new village of La Martella, 
built in the Province of Matera and close to the old city of Matera, 
in southern Italy, which was comprised of notorious cave dw ellings. 
A number of the peasants of Matera lived in caves under wretched 
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conditions. The caves were not owned by them, but rented. The 
rehousing project in the new village was undertaken by the Cassa 
per il Mezzogiorno, the Italian Fund for the South, and was under- 
taken as a part of a large project of land reclamation and resettlement 
aimed at improving living standards in Italy’s poverty-stricken south. 
No dollar funds were used. About 22 percent of the funds for this 
massive Italian effort were provided from counterpart funds. Approx- 
imately $1.9 million in lire equivalent were approved for the La 
Martella project. 

Actually these funds were not sufficient to eliminate cave dwellings 
entirely, but the worst of them were evacuated by resettlement. 
The new village of La Martella provided housing for peasants close 
to the land they worked. 

Some of the people had to continue to live in caves because the new 
village could not accommodate all of them. The new village is 
definitely inhabited, and is contributing to a significant increase in 
the output and living standards of the region. 

It is worth noting that the land reclamation, land improvement 
and resettlement program carried out by the Cassa per il Mezzogiorno 
has been considered to be one of the outstandingly successful achieve- 
ments in postwar Europe; that the La Martella rehousing project 
served as a demonstration which led to the enactment of Italian legis- 
lation for resettling of the entire cave population of Matera over a 
4-year period, with funds provided wholly from noncounterpart 
sources. 

Question No. 46 


Did the ICA finance the construction of a $128,000 cowbarn in 
Lebanon to demonstrate to farmers living on $100 or less a year what 
they should provide themselves with in the way of cowbarns? 


Answer 


We believe this question refers to an animal-husbandry project at 
the Lebanese Government agricultural demonstration and experi- 
mental farm at Terbol. This project, to which the United States and 
Lebanon both contributed, included (1) a dairy barn, cattle shed, 
fence, upright silo, trench silo, and barnyard, for w hich the United 
States contributed $50,269 and the Lebanese Government the equiva- 
lent of $48,000, and (2) the importation of farm equipment and of 
purebred Holstein cattle for upbreeding the local strain. The aggre- 
gate United States contribution to this project was $99,934; the Leba- 
nese Government contributed the equivalent of $86,000 for its aggre- 
gate contribution to the project. 

The animal-husbandry demonstration has been effective in reaching 
Lebanese farmers, who have adopted new practices, been helped to 
improve their stock and now have increased production and are able 
to serve the existing market. In 1952, before this program began, 
there was 1 small dairy and 1 small milk plant in Lebanon. By mid- 
1957, there were six privately owned and financed pasteurizing plants 
in the Beirut area, supplying the market from the increased production 
made possible by the spread of this project. Through April 1957, 
approximately 2,500 native Lebanese cows had been bred to the pure- 
bred bulls imported under the technical cooperation program and in 
addition, Lebanese dairymen had themselves imported over 200 head 
of stock. The milk yield of the crossbred cows is more than double 
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that of the original native breed. The animal-husbandry demonstra- 
tion at Terbol has not only affected the practices of large farmers who 
can adopt the most advanced construction and equipment; its most 
widespread impact has been among small farmers who have profited 
from the upbreeding of their cattle. Following practices demonstrated 
at the Terbol farm, they have improved forage and adopted the prac- 
tice of feeding silage and built trench silos for their own use. For 
example, Anjar Village, where most of the production is from small 
farms with 1 to 5 cows, over a 3-year period increased its daily milk 
shipments to Beirut from 70 pounds to 2% tons per day. 


Question No. 47 


Has our aid to Bolivia been used to service Bolivian payments on 
Export-Import loans? 


Answer 


United States foreign aid funds have never been used to service 
Export-Import Bank loans. As of December 31, 1955, Bolivia’s 
external debt, principal plus interest, totaled $168.9 million. The 
Bolivian Government’s budget for calendar fiscal year 1956 set aside 
$505,000 to service the external debt. In recognition of the balance 
of payment and exchange problems being experienced by Bolivia, the 
Export-Import Bank revised the schedule of payments on loans to 
Bolivia. Under the terms of this agreement, Bolivia was permitted 
to reduce its service payments to the Export-Import Bank from about 
$2,500,000 per annum to $400,000 per annum during the calendar 
years 1957, 1958, and 1959. 

It is true that when the United States gives financial assistance to 
any country, it can be said that the aid funds have the indirect effect 
of financing payment of the debts of the recipient country to the 
extent that the aid frees an equivalent amount of the country’s own 
revenues for such payment. The only way in which this result could 
be prevented would be to require as a condition precedent to the 
giving of United States assistance a promise from the recipient 
country that it would default upon all of its outstanding obligations. 

Some of the primary purposes of economic aid to Bolivia are to 
stabilize the economy, maintain political stability, and encourage the 
establishment of a free economy and the growth of private enterprise. 
The contributions made by the United States through technical 
cooperation, special assistance and its participation in the monetary 
stabilization program have led to a marked improvement in Bolivia’s 
overall economy. Inflation has been curtailed and the investment 
climate has improved to such an extent that foreign enterprise has 
taken an active interest in entering the country. It is hoped that 
by such assistance Bolivia will be able, through her own resources, to 
meet her foreign obligations and regain a status of recognized credit 
worthiness. 

Question No. 48 


It has been alleged that we gave India $1,539,000 worth of prefab- 
ricated steel to erect grain silos and warehouses in 1954. Meanwhile 
ICA approved a gift of an additional $4 million for 600 more ware- 
houses in spite of the fact that the Indians had not gotten around to 
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putting up the original buildings. Is this correct? Ifso, why should 
we have given more warehouses when those already furnished had 
not been utilized? 

Answer 

The original agreement to provide 2 silos and 50 prefab grain 
warehouses was signed in 1954. These 52 units were delivered over 
the period September 1955—-February 1956. When the additional 
$4 million for grain storage units was agreed upon a few months later 
in April 1956, in anticipation of a large Public Law 480 grain import 
program, it was not apparent that Government of India plans for 
erection of the first 52 units would lag. 

Prior to approving the additional $4 million agreement, ICA 
specifically asked its mission for “evidence of progress in erection of 
structures previously authorized.’”’ The mission, before the second 
agreement was signed, replied that it had a ‘firm understanding * * * 
that project will be implemented rapidly.”’ 

Thereafter two factors delayed implementation: (1) Indian harvests 
did not maintain their 1954 level and grain consumption rates in- 
creased, making grain storage a less urgent problem for the Indian 
Government and requiring relocation of the planned storage facilities 
from the interior to ports to handle increased imports; (2) a variety 
of problems in erecting the units (site acquisition, locating the prefab 
warehouses at storage centers where wind pressures would not be too 
great, the new and complicated work required on the silos) continued 
to crop up. 

Because “the assurances upon which the project was first approved 
have not been borne out by performance” the agreement for $4 million 
in additional storage facilities was canceled in 1957. 

Our mission has continued to press for full utilization of the first 
52 units. A progress report on erection of these units and 36 prefab 
storage units India purchased at the same time with its own funds 
indicates that 1 of the 2 silos is scheduled for completion this month, 
the location for the other has been settled, and that, as of November 
1957, 11 of the prefab warehouses had been erected, 19 more should 
have been completed by now, and all the rest are scheduled for com- 
pletion this year except 4 which are being relocated. 


Question No. 49 


It has been reported that there are vast quantities of drugs in Laos 
(far more than Laos can ever use) and ICA has financed the procure- 
ment of these drugs and medical supplies. Is this correct? 


Answer 


This statement is not true. The United States has financed the 
importation of drugs, but not in excess of needs. From the inception 
of the aid program to the Government of Laos on January 1, 1955, 
down to December 31, 1957, ICA funds totaling $1,526,800 had been 
obligated for the purchase of drugs for Laos. 

Expenditures (indicating deliveries) for the 3-year period totaled 
$663,047. This means that ICA obligated for the purchase of drugs 
about $1 per capita for the 3-year period and that less than 50 cents 
per capita has been spent, for this purpose. These amounts are 
modest for a country the size of Laos with the health problems it faces. 
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In fact, an ICA official who recently visited Laos noted that many 
medical establishments were in short supply of drugs and medical 
aids. 

The above criticism is probably based upon observations of a con- 
gressional study group which toured Laos in November and December 
1953 (see H. Rept. No. 2025, 83d Cong., 2d sess.). Referring to the 
above criticism, Congressman Judd, who was a member of the group, 
said before the House Committee on Foreign Affairs on June 24, 1957: 

That report came from me. It never was suggested that those were stores 
purchased by American funds. We never said that. Somebody added that on to 
it. We reported seeing the most fabulous collection of expensive hypodermic 
needles, antibiotics, and everything else. But it was never suggested that it 
came from us—we were putting no American aid in at that time, This was a 
case where somebody had gone wild and used French money or UNESCO money 
or somebody else’s money for it. It wasn’t ours. 

It is believed that the medical supplies which the Congressmen saw 
were those known to have been stored in a government warehouse in 
Vientiane. ‘These supplies had been stocked for the use of the French 
Union forces, including the Lao Army, which were actively fighting 
the Vietminh Communists at the time of the study group’s visit to 
Laos. 

Two former senior officials of USOM-Laos have verified that such 
a warehouse did exist at the time of the study group’s visit and had 
been stocked chiefly by the French Government for the purpose 
stated above. According to these officials, this warehouse served as 
the central supply point for medica! supplies for all of the French 
Union forces in Laos and for the entire civilian population of Laos. 
One of these officials stated that as of December 1956 all but a minor 
portion of these supplies had been used. 

It should be noted that, at the time of the study group’s visit, no 
ICA (or predecessor agency) mission or permanent representation had 
been established in Laos. At that time Laos was receiving only an 
insignificant amount of United States assistance through the United 
States aid program to the Associated States of Indochina, and it is 
believed that this assistance did not include more than a token amount 
of medical supplies, if any at all. 


Question No. 50 


Is it true that we have paid the living expenses and tuition costs for 
the sons of wealthy Persians attending American universities’ 
Answer 


No. 


This question appears to refer to the Iranian student project which 
covered the period 1952 through 1955, during which time the Mossa- 
degh government fell, and the Iranian Government was in serious 
danger of economic collapse. At that time the Iranian Government 
was unable to continue providing the foreign exchange needed by 
[ranian students studying in the United States. There were approxi- 
mately 800 Iranian ‘students at that time studying in American 
universities. Without foreign-exchange resources, virtually all of them 
would have been forced to terminate their studies and leave the 
United States. It was determined that the objectives of the mutual 
security program and of United States foreign-policy objectives would 
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beadvanced if these students could continue their training, inasmuch 
as they constituted a major potential source of professional and 
technical personnel required by the economic development program 
in Iran. It was also known that Iron Curtain governments were 
prepared to offer grants to Iranians forced to discontinue their study 
in the United States, and did so to Iranian students studying in 
Europe. 

United States financing was applied only to the dollar costs of the 
training, and, in exchange, Iranian local currency was made available 
to meet the local costs of the United States aid program in Iran. 
The families and sponsors of the Iranian students contributed local 
currency at an agreed rate of exchange, in lieu of foreign exchange. 
Consequently, the program was not a scholarship subsidy to wealthy 


Iranian students. 
Question No. 51 


It has been reported that 200 plows and large numbers of tractors 
have been rusting away in Ethiopia and at the same time the United 
States was purchasing more plows and tractors for Ethiopia. Is this 
correct? 


Answer 


This statement is an exaggeration. 

The stocks of agricultural equipment left in Ethiopia by UNRRA 
and by the Italians when the British drove them out in 1941 included 
plows and tractors. 

It was apparent to our mission, when it was established in 1952 and 
was confronted with the deplorably primitive situation which existed 
in agriculture, that all sonata use should be made of that equipment. 
Much of it, however, was entirely unsuitable for Ethiopian conditions. 
Moreover, it was in such poor condition, through mismanagement, 
lack of repair, and inadequate storage facilities that it was unusable. 
To put it to use involved major and arduous efforts, including rehabili- 
tation of the equipment, the training and supervision of Ethiopians 
for that purpose, impressing Ethiopian farmers with the disadvantages 
of their primitive methods, and teaching them to use the rehabili- 
tated equipment. This task was one of the first to which the mission 
devoted its efforts. It called for cooperative United States and 
Ethiopian efforts, for which a joint Ethiopian-United States machinery 
pool project was established in 1953. By 1954, these undertakings 
were well underway. 

Success in these cooperative project efforts for improvement in the 
field of Ethiopian agriculture could not be achieved, however, with- 
out the purchase of a small amount of new equipment: 7 small wheel 
tractors for experimental station work, 2 disk plows, and 1 crawler- 
type tractor were needed. These were acquired, not directly by the 
United States but by the joint fund—the Ethiopian Government 
making substantial contributions to defray the cost. There have 
been no direct United States purchases of either plows or tractors for 
Ethiopia under the United States program. 

Commendable progress has been made and continues to be made in 
this joint effort for improvement in the field of agriculture in Ethiopia. 
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Question No. 52 


It has been charged that the United States financed $39 million in 
loans to complete two dams in Afghanistan, in order to produce 
electricity and water for reclamation. Today, it is alleged there is 
still no power equipment and no electricity has been generated. 

(a) Is this correct? 

(b) Why did the United States not make surveys of the eco- 
nomic requirements and of the feasibility of these projects before 
making these loans? 


Answer 


(a) The Export-Import Bank of Washington has made loans 
totaling $39,500,000 to assist in completing the Arghandab and 
Kajakai Dams in the Helmand Valley area of Afghanistan which had 
already been begun by the Government of Afghanistan with the help 
of an American firm. ‘These dams were primarily designed for irriga- 
tion and flood control purposes. At the time financing was approved, 
there were no plans for the initial installation of power equipment, 
and there is now no power equipment at either of these dams except 
for minor standby equipment at Arghandab. There is presently 
under consideration for financing from fiscal year 1958 mutual security 
special assistance funds a proposal for 6,400-kilowatt capacity at 
Arghandab. 

(6) The United States did in fact make a survey of the economic 
requirements and of the feasibility of the Helmand Valley project 
before making the loans, which included the evaluation of a full report 
prepared by the American firm which had been working with the 
project. 

Question No. 53 


It has been alleged that in Greece Marshall plan tractors rusted on 
the docks 2 years after arrival because the country couldn’t absorb all 
the aid we insisted on giving them. Is this correct? Ifso, why were 
adequate surveys not made? 


Answer 


The question appears to refer to tractors which were sent to Greece 
by UNRRA in early 1946. These tractors had no connection with 
ICA or its predecessor agencies. They were not used immediately 
because of the civil war in Greece and because a number of the tractors 
were not usable in that country without certain modifications in their 
equipment. Eventually, however, the tractors were converted and 
were absorbed by the Greek economy. 


Question No. 54 


Why has the United States spent money constructing highways 
for Jordan when there are fewer than 9,000 automobiles there? 


Answer 


The purpose of the Jordan highway program is to provide a basic 
stimulus to economic development in that country, and not just for 
the purpose of facilitating travel of automobiles presently in the 
country. Since the present railroad facilities in Jordan are extremely 
limited it must have highway transportation connecting the four areas 
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of the country if it is to make any progress in increasing production 
and commercial activity. In addition, because of the establishment 
of the State of Israel, previous means of communication—mainly in an 
east-west direction—must be supplemented by north-south roads, 
One result of the road construction program has been to provide 
employment, thus contributing to political stability in that troubled 
area. 

A total of 95 miles of good primary roads, 12 miles of farm-to-market 
roads and 76 miles of village access roads are under construction. 


Question No. 55 


How can the United States justify the stimulation of production of 
agricultural products abroad while our own farmers are suffering from 
low prices and decreased acreage allotments and while the American 
taxpayer has to support the farmers through subsidies? 


Answer 


This question might be taken to mean (1) that United States farmers 
would be in a better economic position if foreign aid dollars were not 
used to stimulate certain agricultural production abroad and (2) that 
dollars used for such purpose in foreign aid could be better employed 
in improving the economic condition of the United States farmer. 

As to the first point, it is unlikely that United States farmers would 
be better off if we did not attempt to stimulate foreign agricultural 
production. In the first place, our experience has been that the 
stronger a country becomes economically the more of our farm 
products it consumes. Secondly, it is ICA policy to finance only 
those agricultural projects which meet the test of not competing with 
United States exports. Agricultural projects in the underdeveloped 
countries receiving such aid are noncompetitive with United States 
exports for a variety of reasons: The crop in question may not be 
surplus in the U nited States; need may be in excess of surplus supplies, 
or in excess of supplies we will sell for local currency, and, of course, 
most of these countries have a dollar shortage; the cost of exporting 
the commodity may be excessive; those who will benefit by the project 
may not have money to purchase needed food (in this connection, 
projects involving small-scale production for home use are an impor- 
tant part of our program). In any case, the contributions we make to 
agricultural development are directed toward the basic objective of 
making these countries capable of meeting needs which cannot be 
filled by imports from the United States. 

It may be noted with respect to United States agricultural exports 
that almost 30 percent of all mutual security assistance since the start 
of the program has consisted of agricultural commodities now classified 
as surplus, virtually all of which were purchased in the United States 
(sales and grants under Public Law 480 are in addition to these 
amounts). Moreover, exports of United States agricultural com- 
modities reached an alltime high in 1957 and have increased more in 
recent years than agricultural exports by other countries. 

The second point, that our dollars would be better employed for 
improving the economic condition of our farmers than for increasing 
production abroad, relates to the basic concept of the mutual security 
program. Aside from the question of what our domestic farm pro- 
gram should be, one of the basic considerations behind the mutual 
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security program is that we do what appears necessary to avoid the 
risk of less developed countries of the free world becoming dangerously 
susceptible to Communist influences. This objective is in the security 
interest of the United States. The agriculture of most of these coun- 
tries is in a primitive state. They lack the most basic notions of soil 
conservation, diversification and production techniques. They are in- 
capable of supplying their own most fundamental needs and are faced 
with rapidly growing populations. Agricultural assistance to such 
countries, we believe, strengthens them in a most direct way. 


Question No. 56 


A million dollars of our tax money is being used in Paraguay for the 
benefit of a single religious sect while such a practice would be frowned 
on as unconstitutional and contrary to public policy in our own 
country. 

Answer 

Under the Mutual Security Act of 1956, ICA was authorized to 
make loans to Latin American countries for certain specified purposes, 
one of which was “‘such land resettlement programs as will contribute 
to the resettlement of foreign and native migrants in the area as a 
whole, or in any country of the area, for the purpose of advancing 
economic development and agricultural and industrial productivity.” 

Pursuant to this authority, agreement was reached in April 1957 
for a loan of $1 million to the Government of Paraguay. That Gov- 
ernment in turn agreed to lend $1 million to the Mennonite colonies 
for purposes of expansion, modernization and creation of small basic 
industries for the conversion of raw materials, and of expansion of 
agricultural production. 

This project is an excellent example of land resettlement. The 
majority of the Mennonite colonies are located in the Paraguayan 
Chaco, a vast underdeveloped land. The Mennonites were chosen for 
this resettlement project because they were the most effective major 
device through which resettlement in this area could be obtained. 
They were not chosen as a result of any desire on the part of Paraguay 
or ICA to assist any particular religious sect. As a matter of fact, 
the Government of Paraguay has for some time encouraged the Men- 
nonite colonies in many ways. 

In addition to assisting in the general economic development of 
Paraguay, this project has the following specific beneficial results: 

(1) Through the building up of small industries financed by this 
loan, additional markets are created for the produce of non-Mennonite 
farmers as well as those who are members of the Mennonite colonies. 

(2) Part of the loan is being used to finance the activities of an 
experimental farm and to finance seed production. These facilities 
are available to all settlers in the area including non-Mennonite 
settlers. 

The Mennonite colonies are obligated to repay the loan to the 
Government of Paraguay over a 20-year period in local currency of 
Paraguay together with interest at the going rate applicable in Para- 
guay. The Government of Paraguay is to repay the United States 
over the same 20-year period in either its own currency or in dollars, 
the interest rate being 3 percent for those repayments made in dollars 
and 4 percent for those made in local currency. 
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Question No. 57 


Did we spend $2 million to provide water and public bath facilities 
for 200 Lebanese villages? 


Answer 


We did spend $2 million to provide water facilities for about 175 
Lebanese villages but spent nothing for public bath facilities. 

The United States has contributed about $2 million of materials, 
supplies, and equipment for water supply improvements in about 175 
villages under a program for which the Lebanese Government itself 
has spent more than $7 million. In fiscal years 1957 and 1958, under 
the technical cooperation program, ICA is furnishing one engineer to 

advise the Lebanese on engineering phases for their expansion of this 
program. 

The village water supply program in Lebanon is part of that coun- 
try’s own development program. It is a byproduct of the Litani 
River Basin development project, the first phase of which is being 
financed by an International Bank for Reconstruction and Develop- 
ment loan of $27 million. 

The village water supply improvement program is an undertaking 
of the Lebanese Government pomeey ily to improve the standards and 
living conditions for the Lebanese people by providing Lebanese 
villages with safe drinking water supplies. A particularly important 
result is the encouragement this gives to the village people to stay in 
their villages rather than move to Beirut and Tripoli and thus worsen 
the slum conditions in these urban centers. 

Although 5 village wash houses have been’ provided by the ICA 
mission and 2 by the Government of Lebanon, to furnish facilities to 
village women for the washing of clothes, no public baths have been 
built either by villagers or by the United States in connection with 
this project. 

Question No. 58 


Did we furnish collapsible toothpaste tubes to Cambodia? 
Answer 

A thorough investigation of ICA records, both at Washington and 
at Phnom Penh, reveals no collapsible toothpaste tubes have been 
imported into Cambodia under the United States aid program since 
establishment of the Cambodia aid mission in fiscal year 1955. Fur- 
thermore, the Cambodian Government, on the basis of its official 
customs records, indicates that imports financed by Cambodia’s own 
foreign exchange included no collapsible toothpaste tubes in 1956 and 
1957 and only $6 equivalent of this item in 1955. 


Question No. 59 


Have we furnished ice boxes to Eskimos? 


Answer 

No. Eskimos are only found in Alaska, Canada, the Chukcley 
Peninsula of northeast Siberia, and Greenland. No aid programs have 
ever been instituted in the first three places. Greenland is a colony 
of Denmark, and Denmark has received assistance under the mutual 
security program. However, no assistance has ever been sent from 
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the United States to Greenland, and no ice boxes or refrigerators have 
ever been sent to Denmark under the aid program. 


Question No. 60 


Is it not true that a plant was built in Formosa for processing silica 
prior to adequate surveys having been undertaken? 
(a) Why were economic surveys not made prior to furnishing 
the equipment? 
(6) Has any production ever resulted from the plant? 
Answer 


It is believed that the criticism is with reference to a project under- 
taken to assist the Chinese Government in the rehabilitation of, and 
the furnishing of equipment for, a treatment plant for concentration 
and finishing of mica and quartz products. In connection with this 
project ICA approved a loan of local currency from Chinese-owned 
counterpart amounting to approximately $40,000 for local costs of 
rehabilitating the plant and ICA contributed approximately $37,000 
for machinery and equipment for the plant. The project was ap- 
proved based upon the technical evaluation of an American engineering 
firm employed by the Chinese Government. The firm’s evaluation 
was based on previous studies indicating that there were sufficient 
deposits of mica to justify undertaking the project. 

Extensive exploration subselidentty failed to locate sufficient 
quantities of mica for a commercial mining operation. The equip- 
ment which had already been installed in the plant was then adapted 
to use in pulverizing tale and limestone. In accordance with ICA 
procedures the Chinese Government was requested to and did refund 
$18,323.03 which was the value of equipment not utilized on the 
project. The major portion of this latter equipment, consisting 
primarily of a diesel-driven generator, has been diverted to other 
productive uses in Taiwan. 


(Question No. 61 


How can the United States justify furnishing assistance to a 
country where the king lives in oriental splendor surrounded by his 
Cadillacs and his harem? 


Answer 


The inference of the question is that because of the substantial 
wealth the King of Saudi Arabia derives from oil revenues we should 
not negotiate with him in order to achieve mutual security program 
objectives. 

he United States has maintained important and special relations 
with Saudi Arabia since World War II when King Ibn Saud agreed 
with the United States on construction of a strategic air field at 
Dhahran. The United States, on April 2, 1957, concluded a new 
agreement with Saudi Arabia which provides for the use of facilities 
at this important airfield for an additional 5 years. The United 
States thus retains operation of the only landing and refueling point 
for its aircraft between Libya and the Philippines. 

As part of the same agreement, the United States will continue to 
supply training services and equipment to the Saudi Arabian armed 
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forces. Saudi Arabia is being permitted to purchase military equip- 
ment from the United States under the provisions of section 106 of 
the Mutual Security Act of 1954. The United States will also provide 
economic assistance for two projects of mutual benefit, a new civil 
air terminal at the Dhahran airfield and an expansion of facilities at 
the nearby port of Dammam. This represents the extent of present 
United States assistance to Saudi Arabia. 

It is also pertinent in this connection to note the significant role 
which King Saud is currently playing in the Near East. Saudi 
Arabia has ¢ given and is giving ‘important support to help combat the 
menace of international communism. Saudi Arabia has no relations 
with the Soviet bloc. 


Question No. 62 


Did the United States spend $501,000 for wage and position classi- 
fication studies in the Philippines? 
Answer 

ICA did spend approximately $397,000 for a wage and position 
classification survey in the Philippines and the Philippine Govern- 
ment financed approximately $1.2 million in local currency of the 
project cost. This particular project had as its purpose the develop- 
ment of a comprehensive position classification and compensation plan 
for all civil-service positions in the Philippine National Government, 
and the training of personnel to continue such work. The project 
initially envisioned covering 45,000 positions of the National Civil 
Service at an approximate dollar cost of $145,000. It was entered 
into at the request of the Philippine Government as a first step toward 
the implementation of one of the recommendations of the Bell mission 
that a special effort be made to improve the public administration 
because of its crucial importance to the success of the economic devel- 
opment program and in order to give the people confidence in the 
Government. 

The Bell mission, an economic survey group, found that the out- 
moded and inadequate classification and pay system was a substantial 
handicap to the Government in its determination to develop a sound 
program of occupational recruitment and effective personnel manage- 
ment, in retaining competent personnel and eliminating petty graft. 
Noting the success of the initial project the Philippine Government 
requested that the project be expanded to include the entire govern- 
mental service. 

The Philippine Government has expressed great satisfaction with 
the project and has implemented it by executive order placing the 
classification and pay plan into effect. The order was hailed by the 
Commissioner of the Budget of the Philippine Government as being 
“the greatest act of justice to Government employees since the 
establishment of the Philippine civil service.”’ Furthermore, he has 
publicly stated that the plans and reforms that have been initiated in 
the civil service have provided the basis for the development of an 
efficient and honest corps of public servants to run their modernized 
Government machinery competently. 

The ICA considers that the wage and position classification survey 
was a highly successful and worthwhile technical assistance project 
which enabled the Philippine Government to achieve for the first 
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time a complete knowledge of governmental staffs and their activities 
and to implement governmentwide personnel administration stand- 
ards. In fact, the project is considered a keystone to the establish- 
ment of sound public administration within the Philippine Govern- 
ment and is providing the basis for continued organizational improve- 
ments and redirection in the size of the administrative departments. 

The following extract from a speech given by an official of the 
Philippine Government illustrates the effectiveness of this type of 
assistance to underdeveloped countries: 


Indeed the Philippine experience proves that the value of publie administration 
technical assistance is not capable of pecuniary estimation. This is so because 
it deals with the human resources of a country, and while we achieve present 
practical results from institutional reforms which enable Government adminis- 
trators to do a management job, these have multiplier effects in the future from 
the continued influence which such reforms will exert in the management of our 
Government. Thus, I say to you who are here: Public administration technicians 
shall have worked themselves out of their job, but the changes and reforms they 
have initiated here will continue long after ICA technical assistance is gone. 
Because you will have left us richer in outlook and equipment, and no money 
can measure the fact that we shall be able then to stand alone, to take care of 
ourselves. This, I think, in a nutshell is the significance of all your efforts. 

* * * * * * * 

In other words, public administration technical assistance in underdeveloped 
countries is, and can continue to be, of incalculable value by making possible 
economy and efficiency in government operations. While loans and grants and 
commodity assistance are also vitally important, only an honest, competent, and 
efficient publie administration can insure that these added resources will not, 
wholly or partially, go to waste or down the drain. 

When ICA missions in the underdeveloped countries of Asia shall have been 
able to maximize government services with the limited resources of these countries 
through improved public administration, as in the case of the Philippines, then 
I say that you have made a tremendous contribution to the cause of these countries 
and you deserve to be congratulated for a job well done. 


Question No. 63 


Did the United States build a beet sugar refinery in Iran even 
though there were insufficient sugar beets to feed the refinery? 
Answer 


The United States, in June 1952, and June 1953, agreed to provide 
funds to the Plan Organization (PO) Iran to permit PO to complete 
its already existing contract obligation to pay a German firm for 
supplying and erecting three beet sugar refineries in Iran. In each 
case, PO was unable to provide the required funds itself, and its 
inability to do so jeopardized the sums already paid on the contract. 

The United States objective, in providing this assistance, was partly 
to prevent the loss of the substantial investment already made by 
PO. It was also to assist in developing the economic resources of 
Iran by stimulating capacity in the production and refining of beet 
sugar; improving techniques and skills in construction and operation 
of sugar processing units; stimulating the growing, processing, and 
marketing of sugar beet products; and the alleviation of unemploy- 
ment, and the resultant poverty and distress. 

One of the problems in the beet sugar industry in Iran that had to 
be dealt with simultaneously was the poor quality of the beets as 
sources of sugar (indeed there has never been a shortage of sugar beets, 
but only of adequate quality sugar beets); and consequently the 
project agreement that funded the Bardsir and Cheneran plants 
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specifically provided that the project would include simultaneous 
activity to assure the cultivation of higher quality beets in the areas 
supplying the factories; and set out specific undertakings on the part 
of the two governments to accomplish this purpose. Other phases 
of the project included teaching farmers of the area to utilize by- 
gg of the sugar factories and training in necessary managerial 
skills. 

Unfortunately, all phases of the project did not work equally well; 
and it is true that there have not always been sugar beets of adequate 
quality available in adequate supply. 

However, this situation has improved and there has been a net 
advantage to [ran from the projects. The output of the three fac- 
tories has increased from approximately 13,000 tons in the 1955 season 
to over 130,000 tons in the 1957 season. 


Question No. 64 


Eugene Castle has stated that foreign aid has already cost twice 
as much as all the social security benefits plus aid to the aged, blind, 
and disabled and that it has cost 3 times as much as our farm programs 
and 7 times as much as all atomic energy programs. 

(a) What has been the cost of each of the programs described 
above? 

(6) What has been the cost of the military assistance program 
and of our various nonmilitary assistance programs? 


Answer 
(a) The expenditures of the Federal Government for the several 


programs cited for the period July 1, 1948, through June 30, 1957, are 
as follows: 


1. Social security benefits plus aid to the aged, blind, Billion 


eee eee oe ht a Ree oe pete $59. 2 
Sr OT DEOSUNNE iiss od ds aq abl ned ~ cadadet lias be 26. 4 
Tease I ss iis os ee i hi is Sew ei oe 13. 1 


(6) The cost of the mutual security program from April 1948, 
through June 30, 1957, is as follows: 


Billion 

1. Military assistance (grants) _.._..._.._____- giwed $1 
2. Economic assistance (grants and loans)_________--- 22..5 
RU is cee See eee e 42. 6 


Question No. 65 


It has been charged that we squandered money in Iran, building 
roads that led to nowhere, financing dams that were never built, and 
turning over huge sums of money to the Iranian Government to 
squander needlessly. 

(a) Are any of these charges correct? 
(6) What is and was the purpose of the Iranian program? 
(c) What has it achieved? 


Answer 

(a) None of the charges is correct. 

The references to “roads that led to nowhere” and “financing dams 
that were never built’”’ presumably refer to the Karaj Dam construc- 











REPLIES TO CRITICISMS OF FOREIGN AID PROGRAM 55 


tion project in Iran and the access road which leads to it. This road 
is an arterial highway running from Teheran to the vital Caspian area. 
It was necessary to relocate this road from a position which will 
eventually be covered by the Karaj Dam Reservoir. The road also 
serves as an access road to the construction site during the building 
of the dam. 

The Government of Iran is proceeding with the construction of the 
dam from its own funds, since the dam is required to provide a much- 
needed source of water supply for the rapidly growing capital city of 
Teheran. In October 1957 the Iranian 7-Year Development Plan 
Organization signed a contract with Morrison-Knudsen International 
in the amount of approximately $41 million for construction of the 
Karaj Dam and an 84,000 kilovolt-ampere power-generating station. 
It is estimated this work will be completed in the summer of 1961. 

The allegation that huge sums of money were turned over to the 
Iranian Government to squander needlessly apparently has reference 
to the Van Rensselaer article stating that— 

When there weren’t enough ready projects, for which to obligate funds, Warne, 
with the approval of his Washington chiefs, distributed United States checks 
directly to Iranian ministers. He provided cash with which the Iranians not only 
met their regular Government payrolls but raised their own salaries. 

The fact is that there are always more projects than funds available. 
However, the United States did assist the Iranian Government in 
meeting its payroll during the chaotic period following Mossadegh’s 
fall. Krom May 1951 until the fall of 1954, the Iranian Government’s 
gross income from oil production was only approximately $12.7 million, 
received during the early months of 1951. This was wholly inadequate 
to finance both the Government’s regular operating budget and the 
development plan. The Iranian Government did raise some salaries 
of its civil service because of the wild inflation which was sweeping the 
nation at the time and in order to consolidate the loyalty of the civil 
service behind the new Zahedi government. 

The “distribution of checks directly to Iranian ministers’ involved 
ceremonial presentations in order to publicize United States assistance 
at a time when such a demonstration was deemed extremely impor- 
tant to the political situation. 

(6) The Iran program has given primary support for different 
objectives at different periods as in the circumstances the United 
States interest required. After the cessation of oil revenues, due to 
the nationalization of the oil industry, the Iranian Government fell 
into increasingly desperate financial straits. From 1951 to 1953, dur- 
ing the historic and bitter internal Iranian political struggle with the 
Communist Party, United States assistance served to prevent econo- 
mic collapse and a takeover by a Communist-controlled regime. The 
basic technical cooperation program begun in 1951 was continued, 
but additional aid was also made available for essential imports and 
to maintain employment. ‘These programs prevented the collapse 
of economic activity, demonstrated United States interest in Iran 
and encouraged non-Communist elements to resist Communist 
pressures. 

After the fall of Mossadegh and the accession to power of a pro- 
western government in August 1953, a sizable increase in United States 
assistance was regarded as necessary to enable the new government to 
survive and to undertake to develop its own resources and negotiate 
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an oil agreement. The new government had come to power at a time 
when the country was near to economic collapse and the treasury was 
virtually without funds. The new government was without resources 
to provide for normal governmental functions, civil and military. 
Immediate budgetary aid from the United States enabled the govern- 
ment to carry out normal functions, to pay civil and military salaries, 
and to consolidate the civil service and military establishment behind 
the new prowestern regime. Without such emergency aid it is likely 
that the situation would have deteriorated still further and it is 
unlikely the new government could have survived to make the settle- 
ments and adjustments for a new economic and administrative start. 

The next stage in the mutual security program for Iran began with 
the oil settlement in 1954, and the subsequent gradual restoration of 
oil revenues. United States economic aid, especially direct budget 
support, has declined as oil revenues have increased, and a substantial 
portion of total aid has been in the form of loans repayable i in dollars. 
Even in the past few years, however, Iran has experienced difficulties 
in attempting to finance an incres singly heavy military burden brought 
about by Iran’s membership in the Baghdad Pact, while simultane- 
ously financing a rate of economic development consonant with the 
awakening aspirations of the population. Loan and grant assistance, 
on an annually diminishing scale, therefore continued to be made 
available to Iran in connection with technical assistance, economic 
development and military construction. No direct contributions for 
general budget support have been made from either fiscal year 1957 
or fiscal year 1958 funds. 

(c) The mutual security program in Iran can be credited with 
assisting significant achievement toward fulfillment of United States 
objectives. In contrast to the economic prostration, administrative 
chaos, and Communist subversion that characterized the period 1951-— 
53, Iran today is able to undertake a diversified economic development 
program; internal security has been restored; and a strong, prowestern 
government is participating actively in regional defense arrangements 
such as the Baghdad Pact. To enumerate in detail the accomplish- 
ments of the balanced programs that were undertaken would require 
an extensive presentation. Some specific illustrations of what the 
program has meant to individual Iranians, to the Iranian economy, 
and to Iran’s capacity to meet its needs may be drawn from among 
the following examples: 

More than 90,000 Iranians have attended training courses 
within Iran in various fields in the past 5 years. 

Karaj Agricultural College has been developed to supply 
critically needed Iranian agricultural experts. 

Vocational agricultural schools at high school level have been 
established in each province. 

The United States has helped to establish an agricultural 
extension service which has trained thousands of Iranians in 
pest control, irrigation methods, seed treatment, machinery main- 
tenance, livestock production, etc. This has resulted in increases 
in agricultural production in many areas. 

As a result of the community development program more than 
9,000 self-help projects were undertaken by Iranian villagers 
last year (for example—400 schools, 700 pieces of road, 400 
bridges). 
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Better teaching methods and textbooks have been introduced 
into Tran schools; more than 30,000 teachers have been trained. 

As a result of an adult literacy program, more than 200,000 
adult Iranians have learned to read; 300,000 more will be literate 
this year. 

The United States has helped to combat disease (8 million 
people have been vaccinated against smallpox alone); sanitation 
ai gn have stimulated the installation of thousands of sani- 
tary toilets and the digging of wells to obtain pure water. 

In the labor field, 36 factory supervisors trained in job instruc- 
tion have in turn trained about 250 supervisors in 15 factories. 
Craft training programs have been established for foundry 
workers, machinists, boiler workers, etc. 

United States assistance to industry has been primarily in Iran’s 
three basic manufacturing and processing requirements, building ma- 
terials, textiles and food. We have helped Iran to improve cement 
production both at Rey and in the new cement plant at Shiraz. We 
also have equipped this area’s first building materials research and 
testing laboratory at Teheran University. 

American technicians also are working with such varied other indus- 
tries as lumbering, glass and bottle making, machine parts manufac- 
ture, fisheries, mate h making, soap production, furniture manufacture, 
foundries and mines. 

We have been helping Iran for the past several years with a program 
to survey water resources, establishing stream gaging records and 
land classification, for wise planning of future development of water 
resources. 

In 2 years technical assistance enabled the Iranian National Rail- 
road to double its freight hauling capacity between the Persian Gulf 
and Teheran without new equipment. 

More than 500 men are being trained in the use of modern mech- 
anized highway maintenance machinery. 

We have been wor king with the Ministry of Posts and Telegraph to 
establish telephonic communications between all of Iran’s major 
cities. In the same way we have helped make possible good air com- 
munications in Iran by assisting in the development of communications 
and air navigation facilities. 

More than 90 full-time graduate students have completed their 
work in the Public Administration Institute in the University of 
Teheran; 140 part-time graduate students have received training, and 
about 900 part-time students have been trained at the undergraduate 
level. The impact of this training program in both private business 
and industry, and in governmental efficiency will have a bearing on 
development. 

We also are assisting the Government of Iran in meeting its recog- 
nized need for administrative improvements in various ministries. 
The United States is furnishing general public administration con- 
sultants to each of the Ministerial Under Secretaries except those in 
the Ministries of Foreign Affairs and Defense. Considerable progress 
is being made by the regular Government Ministries in Fiscal Admin- 
istration—budgeting, accounting, auditing, and revenue administra- 
tion, including customs. 
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Question No. 66 


In the suburbs of Manila, we built row after row of individual 
bathrooms on small lots—on the theory that people would buy the 
lots and build neat, little homes around the bathrooms. Unfortunately, 
the Filipinos didn’t like the idea and so the rows of bathrooms just sat 
there. I might add that this landmark in our efforts to raise the 
living standards of backward people came to be known as Flushing 
Heights. 


Answer 

It is believed that this criticism is in reference to a project begun in 
1952 by the Philippine Government with United States assistance 
to resettle homeless squatters, many of whom were subject to Com- 
munist propaganda, and to alleviate unsanitary conditions in the city 
of Manila. The facts concerning this project are as follows: 

In 1952 a number of Philippine Government agencies including 
the People’s Homesite and Housing Corporation, sought to solve the 
problem arising from the postwar housing shortage by the develop- 
ment of a low-cost public-housing project. It was anticipated that 
squatters living under unsanitary conditions in the war-ravaged 
Philippine capital could be encouraged to build homes on a self-help 
basis by providing them with land and with essential utilities to 
provide for minimal living and sanitary needs. 

For the project the National Planning Commission planned a 
self-contained community including basic sanitary and utility facilities. 
A tract of Government-owned land was subdivided into 997 lots of 200 
square meters each. Streets, sewers, and water mains were installed 


in the subdivision. ‘To ensure adequate sanitation separate toilet and 
bathing facilities for the occupants of each lot were installed in a small 
structure at the intersection of every four lots. The — was not 


immediately successful, however, due to the inability of various 
agencies of the Philippine Government to carry through the original 
plan of providing credit for building materials, supervision of con- 
struction, and arranging transportation facilities for the proposed 
inhabitants of the subdivision who were mainly employed in the Manila 
dock area about 10 miles from the subdivision. In recognition of the 
fact that some sort of public aid was necessary to alleviate the serious 
housing problem, the Philippine Government subsequently decided 
to carry through the project as a Government venture by constructing 
the homes and renting them to the very low income squatter families. 
The necessary appropriations were obtained and the People’s Homesite 
and Housing Corporation, a Philippine Government agency, was given 
continued responsibility for the project. At the present time 974 
four-room duplex-type bungalows have been constructed, renting for 
the equivalent of $20 to $30 monthly. It is planned to construct an 
additional 14 units. Attractive gardens surround the houses and the 
development has proved successful as a low-rent public-housing 
project. 

ICA contributed approximately $72,500 to the total project for the 
necessary dollar costs and the Philippine Government financed the 
equivalent of $2,613,343 in local currency from its appropriations. 
The local currency equivalent of $731,343 was derived from counter- 
part funds. 
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Question No. 67 


The charge has been made that unfair foreign competition is closing 
the doors of numerous American industries. The charge continues 
that we are sending our technicians and machines to foreign lands to 
provide the know-how to produce goods that will destroy markets of 
our own. 


Answer 


Tt is true that under the economic assistance and technical coopera- 
tion programs authorized by the Mutual Security Act, ICA and its 
predecessor agencies have sent equipment and technicians to foreign 
countries. The equipment has been furnished to rebuild the industries 
destroyed in Europe by World War IT and to assist in the economic 
development of the underdeveloped areas of the world. Technical 
assistance has been furnished to countries to increase their standard of 
living and strengthen their economies. 

The furnishing of equipment and technical assistance is aimed at 
achieving the prime purpose of the mutual security program. This 
purpose is to enable the United States to survive in a world in which 
nations have been able to remain free through the achievement of 
strong and stable economies. 

Although this is the principal purpose of the mutual security pro- 
gram, the program has had the additional effect of creating jobs in 
the United States and increasing the export trade of the U nited States 
through the building of economies which can afford to purchase goods 
from this country. Therefore, it would appear that, if anything, the 
operation of the mutual security program has had just the opposite 
effect from that indicated in this question. 

In the calendar year 1955, it is estimated that the employment of 
600,000 persons in this country was directly attributable to United 
States aid programs. Furthermore, it has been demonstrated that 
the more developed a country is the better customer it is for United 
States products. United States exports in 1955 to various countries 
were as follows per inhabitant in each country: 


Developed countries: Underdeveloped countries: 
CMmAaeY ON Se! bee $205. 27 Bevel ev 914... 218 $3. 40 
Netherlands - - - - - - ne 44. 47 Tramiuwieleisbiiesube 2. 55 
United Kingdom____-__- 17. 88 DEO ses sick gel dcrattaiy .91 
COREG 5. count = 11. 90 PORMGOM « 4650} nt hanced . 70 
WIG cow cade carae aces 7. 16 SN cscaenes an cceh . 49 


Question No. 68 


The charge has been made that while rice production is less here 
than in Korea our technicians have gone there to try to tell them 
how to raise rice. Have we sent technicians to Korea to assist ia 
raising rice? 

Answer 


We have not sent technicians to Korea specifically to teach rice 
culture, but we have sent technicians to supervise reclamation and 
irrigation projects and to teach better use of pesticides and fertilizer, 
which have definitely had the effect of increasing the rice yield along 
with other agricultural commodities. It is not relevant to compare 
rice production in the United States with that of Korea. The im- 
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portant thing is that we do have technology to adapt to and import 
to the local situation in Korea whatever the agricultural commodity. 
Increasing Korea’s overall production in order to decrease its de- 
pendence on the United States is one of the main purposes of the aid 
program. Since South Korea’s population is nearly three-fourths 
agricultural and since historically rice is the staple food for the’ people, 
it would be impossible substantially to increase Korea’s overall pro- 
duction without increasing the rice harvest. 

The bountiful rice crop of 1957 was one of the reasons why inflation 
was stemmed that year. Previously for successive years there had 
been rampant inflation which saw price indexes rise 40 percent or more 
annually. 

Even with the bountiful rice harvest in 1957, Korea still required 
an additional $37 million (commodity cost) of United States wheat 
and barley imports. This is because the population in South Korea, 
due in part to the movement of refugees from the north, has increased 
faster than the production of food. 


Question No. 69 


Eugene Castle has charged that the United States financed a survey 
to ascertain the sexual habits of the inhabitants of India. Was such 
a survey undertaken? What was its purpose? What was its 
justification? 

Answer 


Insofar as ICA or its predecessor agencies are concerned this state- 
ment is not true. India has been and is conducting studies of this 
type in connection with the problem of population pressure, assisted 
by United States private groups and U. N. agencies. 


Question No. 70 


The charge has been made that the administration has misrepre- 
sented the amounts of aid furnished to the Middle East and to Asia 
by the United States and by the Soviet Union over the course of the 
last 3 years. Are you aware of any reason why there should be con- 
fusion and misunderstanding of this matter? 

What are the figures for the United States and what are the figures 
for the Soviet Union? 

Answer 

ICA is not aware of any misrepresentations by the administration 
on Soviet bloc and United States aid figures. Possible confusion in 
respect to such figures could flow from the many difficulties involved 
in making exact comparisons between the value of Sino-Soviet bloc 
aid and United States aid. (See the full analysis of these difficulties 
in the report on Communist Bloc Assistance Activities made last year 
to the Senate Special Committee to Study Foreign Aid, pp. 619-767, 
S. Doe. 52, 85th Cong., 1st sess.) These difficulties are in large part 
due to the different characteristics of the two aid programs and to 
the fact that bloc credit and grant agreements with recipient free 
world countries are mostly commitments of lines of credit to be 
drawn over a period of years. In the nature of the ICA operation, 
there is no commitments stage comparable to the commitments made 
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by the Soviet bloc. As the nearest approximation, therefore, with 
minor exceptions, data on obligations are used to indicate ICA 
commitments for comparison purposes. 

The following table shows the estimated value of Sino-Soviet bloc 
credit and grant economic assistance to Middle East, Asian, and other 
free world countries compared with United States Government non- 
military credits and grants to these countries, on a roughly com- 
parable value and time period basis. Aid from the Sino-Soviet bloc 
rather than just the U. 5. S. R. is given because this assistance is to 
a great extent coordinated by the U. S. S. R. or made available 
through satellites as “fronts;’’ the bulk is from the U.S.S.R. United 
States aid includes ICA nonmilitary aid (defense support, develop- 
ment assistance, technical cooperation), that portion of Public Law 
480, title I, local currency made available for economic development 
and trade, Public Law 480, title II, assistance, and new Export- 
Import Bank credits for this period. The calculations are based on 
the period mid-1955 to January 31, 1958. 


Sino-Soviet bloc credit and grant economic aid to Middle East, Asian, and other free- 


world countries compared with United States economic aid to these countries, 
mid-1955, Jan. 31, 1958 


[Estimated in millions of dollars] 








Sino-Soviet United 
bloc States 

Total 16 countries. --.-_-_- i ‘ pate OP de cet nd ntiteeae 1, 574 1, 699 
Middle East and Asia J (1,097 1, 001 
Afghanistan. an ee ea ar 136 47 
Burma. - 4 smrectrokugevepenbe teathdcsecshtectabeueeagemaws 42 24 
Cambodia bh wknd dtiibda dnb’ Chdieintes > sidiebeh blecas 22 96 
Ceylon. --.-- Sin tt Snes nhs soogeh Ws argu We Sete Ae aa naledetie trains aM ches 20 ll 
IE 5b onsen ack cds Jtincekibdes widest nivel bola pan clean pameiabtadeled dy aan 235 16 

ss anteivaceasnnig «asht ccaacrecnibeioc sell acatae ct aeaaiemee taeda neta eae 5 39 
India s yaecee ; hla iyi cxinigte FE Senos Ce eens ae 295 419 
Indonesia dcp alhiduch don dilddeetQne dos bia Ese CSS 109 120 
Nepal aed e : wines seth ige ce dies acta 13 | 7 
Syria ba dabbna pUisddcbdtege babebnaldteearbboniants 4 194 | 0 
Ce ee 10 | 222 
esas 3 ices si ick swe he eesatinn Cokdee eet maeeenrds 16 | 0 
UI GUI, ont csc nkncn ne soba sdcndgoe a babendeatsssen peat ate aceee afz 477 698 
UNIO ss aca inip chsigd cig bila aoe en eae eae ee aaaenre eeaenaremmeaal 6 1!8 
Brazil. - “ 2 425 

es ee ee eee ‘cake Sadeielia 5 20 
Yugoslavia. nee > é tea 464 135 








Question No. 71 


The charge has been made that the United States took the initiative 
in discussions with India concerning loans for the Second Five-Year 
Plan. Is that correct? 

Answer 

No. 

As originally drawn up, the Second Five-Year Plan required 
substantial foreign assistance for its completion, and it was known 
that the Government of India would explore possible sources of 
external aid. As the need for additional foreign assistance for its 
plan has become more acute, the Government of India has initiated 
talks with the IBRD, the United States, and other countries. 
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The success of the Indian development effort under a free world 
orientation continues to be of the greatest importance to United States 
security interests. The United States has, therefore, been concerned 
with the progress of India’s development program and discussions 
with the Indian Government have been held in the normal course 
of diplomatic relations. 

Question No. 72 


The charge has been made that our foreign aid frequently causes 
inflation in the recipient countries and thereby creates stresses and 
strains which do incalculable harm to the interests of the United 
States. 

(a) Is this correct? 
(6) Lf so, what is done to offset the effects of inflation? 
Answer 

It is true that unless proper practices are followed, large expenditures 
on military forces or on capital investments carry with them infla- 
tionary tendencies. ‘The mutual security program, however, far from 
contributing to inflation, seeks in two ways to permit such important 
military or economic activity to be carried on with reasonable stability ; 
first, by encouraging conservative fiscal practices including, where 
necessary, the furnishing of appropriate technical assistance in finan- 
cial practices, and second, by furnishing goods which, when intro- 
duced into the economy, help to offset the effects of heavy expendi- 
tures. The success of this program in so doing may be se en, for 
example, in Korea where, after several years of sharp rises , prices in 
1957 leveled off and showed a slight decline. 

Inflation is the result of too few goods and services in relation to the 
demand for them. Mutual security programs bring additional goods 
and services into the economy of recipient countries. Therefore, the 
direct effect of these programs is more frequently counterinflationary. 
However, many of our largest programs have been in countries where 
inflation was already well underway, frequently as the result of heavy 
military burdens. Thus perhaps ‘observers, seeing that inflation 
existed in large aid-receiving countries, incorrectly assumed that the 
aid caused the inflation. 

Although, as some critics say, military efforts create inflationary 
pressures, nevertheless United States military aid programs do 
not cause such pressures. In fact, by relieving the hard-pressed 
finances of the receiving countries, our military aid reduces inflation 
relative to what it would have been if the country attempted to carry 
out the same military effort unaided. 

Similarly, one can say that development projects cause inflation by 
putting more wages into the hands of workers without, in the short 
run, producing more goods to offset these wages. It is clear that 
development cannot go forward without capital and it is in our 
interest for deve lopment to go forward. Moreover, it may frequently 
be true that without United States assistance, less development would 
have been attempted. If the net effect of ‘United States aid were 
simply to increase the amount of capital investment and nothing else, 
it would carry inflationary pressures. However, United States pro- 
grams are W orked out jointly with the host gov ernment to assure that 
increases in capital are balanced by increases in consumer goods or by 
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decreases in noncapital expenditures or both. As a result, the net 
effect of our assistance, in most cases, is a stabilizing rather. than an 
inflationary effect. 


Question No. 73 


It has been alleged that we are giving aid to Socialist countries 
and thereby furthering the spread of socialism. Is this correct? 
Answer 


Aid is being given to some countries which profess to be Socialist, 
either in their constitutions or in the official platforms of the local 
political parties in control of the governments. 

President Eisenhower has said: ‘‘We have no desire or intent to 
subjugate or subvert other people—no purpose to change their 
chosen political, economic, or cultural patterns—no wish to make any 
of them our satellites. We seek only to further the cause of freedom 
and independence and to develop the military strength necessary to 
protect and defend it, in the interest of peace.” 

If, in the implementation of our assistance programs, we were to 
attempt to dictate the form of economic policy that other countries 
should follow, our efforts would be worse than useless. Traditions 
and attitudes toward private enterprise differ in other nations and 
the leaders of those nations could be expected to resent demands for 
change of their adopted economic systems as an affront to their 
sovereignty and independence. 

To demand conformance to United States standards as a condition 
of aid would furnish ammunition for the Communist propaganda 
offensive. For the Communists would contrast these strings on 
United States aid with their own assistance programs which do not 
overtly attach such strings and which, in fact, are being pressed most 
vigorously in these uncommitted countries whose political and 
economic standards often differ far more from Communist standards 
than they do from our own. The Communists would point to such 
conditions as convineing evidence to confirm their charge that it is 
not the United States but the Soviet Union which is really seeking 
to build political and economic independence in other countries. 
This could seriously damage our position, not only in Socialist coun- 
tries, but in other newly independent countries. 

In short, we provide assistance to free countries not because of the 
particular way in which their economies are currently organized, but 
because they are free and because, if we didn’t provide this assistance, 
these nations would be more likely to lose their freedom to com- 
munism. 

On the other hand, the mutual security program does contribute to 
spreading the ideas of free enterprise. But it does so not by compul- 
sion, but by assistance, persuasion, demonstration, and example. 

A number of specific activities are carried out under the mutual 
security program which assist the growth of private enterprise abroad, 
including: 

(a) The ICA investment-guaranty program; 

(b) ICA provision of dollar and local currency loan funds to 
private enterprises through local development banks; 

(c) Direct loans to private enterprise which are planned under 
the new Development Loan Fund; 
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(d) Worldwide technical assistance to industrial productivity 
programs; 

(e) Technical assistance in the field of labor which serves to 
strengthen free labor unions; 

(f) Technical and other assistance to agriculture, which rep- 
resents a very large private enterprise sector of the economies of 
most of the countries in which we operate; 

(g) Bringing of many hundreds of trainees from cooperating 
countries to the United States to study United States industrial 
and business approaches and methods; 

(h) Development of local academic and inservice training pro- 
grams in business administration; 

(i) Technical assistance to cooperating countries in drafting 
laws and programs for encouraging foreign and local private 
investment; 

(7) Use of a high proportion of total economic and technical 
assistance funds to assist in the development of the basic facil- 
ities—ports, roads, power supplies, schools, health services, ete.— 
which must be present before private industrial development on 
a large scale can take place. 

In its administration of the mutual security program as well as in 
other activities, this Government has consistently stressed the im- 
portance of domestic and foreign private investment in the develop- 
ment of the economies of other countries. The United States has 
often indicated the belief that the expansion of the private sector would 
make a major contribution to the development of many under- 
developed countries. Public funds will probably never be available, 
nor should they be made available, in sufficient quantity to meet all 
the investment requirements of underdeveloped countries. Some 
fields, for example industrial and extractive enterprises, are generally 
more attractive to private investment than are other fields, but there 
will be occasions when the use of public funds for such projects in the 
public sector will be in the interests of both the United States and the 
recipient country. 


Ny 


Question No. 74 


We helped erect cotton plants in Korea, where there is not native 
cotton. 


Answer 


This statement is partially untrue and generally misleading. ‘There 
is native cotton in Korea, though of an inferior quality ; and we have 
not “helped erect”’ cotton plants in Korea although we have supplied 
textile machinery to rehabilitate textile plants damaged during the 
Korean war. 

ICA has not contributed funds to establish any new cotton-textile 
mills in Korea. All assistance furnished has been for the rehabilitation 
and expansion of existing’{cotton mills damaged during hostilities. 
Precise statistical information is not readily available indicating the 
amount of United States assistance for this purpose, but it is believed 
to be less than one-half of the approximate $7 million contributed to 
supply all types of textile machinery and equipment. 

he Korean native cotton is of inferior grade and for this reason 
not more than 10 to 15 percent is used by textile mills. The bulk of 
it is used for padding and for home spinning. 
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Since Korea cannot, from its own raw materials, produce the amount 
of textiles required in the Korean economy, it must import either 
finished textiles or raw materials for domestic textile production. 
The importation of finished textiles would drain Korean foreign- 
exchange resources to a much greater extent than importation of raw 
cotton to be used for domestic textile manufacture. Because the 
lack of adequate foreign exchange is one of the most serious problems 
confronting Korea, it has been a basic United States objective to 
adopt aid policies which would assist Korea to reduce its foreign- 
exchange deficits. In addition, since the United States through the 
aid program has been covering those deficits, it has been considered 
important to reduce them as a means of reducing the magnitude of 
United States assistance required for the Korean economy. Accord- 
ingly, it has been ICA policy to meet the cotton-textile deficiencies by 
supplying raw cotton from surplus United States stocks instead of 
finished cotton textiles. It was for this purpose that ICA has provided 
the assistance required for Korea to purchase cotton-textile machinery. 
Foreign exchange thus conserved for Korea becomes available to 
import critically needed commodities which cannot be produced or 
fabricated locally. 

A further result of the ICA policy has been the creation of a market 
in Korea for United States surplus cotton as well as for exports of 
United States textile machinery. Korea has already imported under 
the FOA/ICA assistance program over $132 million of surplus United 
States cotton (approximating 875,000 bales). Had ICA financed 
textiles, they might well have come from a source other than the 
United States under the ICA policy of financing commodities from 
the lowest free-world source as a means of conserving United States 
aid funds and thus reducing the burden on United States taxpayers. 

It is interesting to note that the Korean textile industry was devel- 
oped during the period of Japanese domination. Although Japan 
itself was a large textile producer and exporter, the Japanese recog- 
nized that development of a textile industry in Korea was economi- 
cally sound and desirable for Korea. The textile industry now 
employs more people than any other manufacturing industry in 
Korea, and the rehabilitation of this industry has been an important 


part of the United States assistance program to establish a viable 
economy for Korea 


Questions Nos. 75 and 76 


We helped put up flour mills in Korea and Formosa, where there is 
little or no wheat. 


Answer 


The statement is partially true but generally misleading. The 
assistance furnished has been beneficial to the economies of both 
countries. 

(a) With respect to Korea, $1,135,000 worth of equipment for con- 
struction and rehabilitation of flour mills has been delivered under the 
ICA aid program since fiscal year 1955. The circumstances behind 
this action are as follows: In former times Korea supplemented its 
domestic rice supplies with imports of millet and barley from Man- 
churia in order to meet the food needs of its people. Since hostilities, 
this source of imports has disappeared and the population of South 
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Korea has swollen about 50 percent from roughly 15 million to 22% 
million people. The need for food imports has continued. For 
example, in 1957 alone, 358,000 metric tons of wheat and 276,000 
metric tons of barley were shipped to Korea from the United States. 
A part of these shipments was financed with mutual security funds, 
which thus provided a market in Korea for surplus United States 
wheat. 

A question might be raised concerning the preferability of ICA 
financing flour for Korea instead of wheat. The answer lies in the 
conservation of United States aid funds and Korea foreign exchange 
accomplished through wheat imports. Korea has a critical shortage 
of foreign exchange and the United States aid program has been 
covering the shortage. Activities which reduce foreign-exchange 
eee strengthen the Korean economy and reduce the magni- 
tude of United States assistance required to support the economy. 
The conservation of foreign exchange inherent in importing wheat 
instead of flour is demonstrated in the following suaaphet 

The importation by Korea of 90,000 metric tons of wheat flour at 
approximately $110 per metric ton landed, would cost $9,900,000. If 
the same amount of flour should be made available from local milling, 
it would require 120,000 metric tons of wheat. To import this amount 
at approximately $80 per metric ton, landed, would cost $9,600,000. 
However, the milling in Korea would provide the Korean economy 
with 30,000 tons of residue (bran, shorts, and middlings) having an 
export value of $675,000. If these $675,000 are deducted from the 
cost of the wheat ($9,600,000), the locally milled flour would have a 
net cost of $8,925,000. This is $975,000 less than imported flour 
would cost and constitutes the foreign exchange conserved. 

(6) With respect to Taiwan, a small grant of $38,000 was made from 
ICA funds under the fiscal year 1953 program for rehabilitation of 
existing flour mills. Since that time about $70,000 in local currencies 
(both counterpart and sec. 402 currencies) have been made available 
for expansion of grain storage and handling facilities of Taiwan mills. 

Taiwan produces a significant amount of wheat, 27,000 metric 
tons in 1957. ‘The second 4-year Development Plan aims at an annual 
production of 30,000 metric tons by 1960. Thus local wheat produc- 
tion provides a basis for a small flour-milling industry. 

Taiwan must import food. Its population has increased 80 percent 
since 1938. Despite large gains in farm production, Taiwan has 
become (if sugar is excluded from calculations) a net food-importing, 
instead of food-exporting, nation. To meet food deficiencies, the 
United States has shipped surplus agricultural products to Taiwan. 
For example, 192,000 metric tons of wheat valued at $12.8 million 
were shipped from the United States to Taiwan in 1956. 

The importation of wheat and the rehabilitation of existing flour 
mills help to (1) conserve both United States-aid funds and ‘l'aiwan 
foreign exchange which would otherwise have to be used for imports 
of more expensive flour; (2) provide employment for the increasing 
population; and (3) prevent milling equipment from lying idle for 
lack of parts. 

Question No. 77 


In Iran we paid out some $500,000 for American-made automatic 
looms to install in a textile plant which had never been properly 
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engineered. The looms required high-grade cotton—of which there 
was very little—and skilled operators and maintenance men—of 
whom there were none in the native population. Then we failed to 
install the power to make the plant operate. 

Answer 


Pursuant to agreements dated June 28, 1952, and April 22, 1953, 
both amended, the Technical Cooperation Administration and suc- 
cessor agencies financed the purchase of 304 Draper automatic looms 
for $486,395.63. These looms are capable of weaving medium grade 
long or relatively short staple cotton. The purpose of this project 
was to help Iran become more self-sufficient in textiles, its imports 
coming chiefly from Japan and Russia. 

Iran is deemed capable of procuring the quality and quantity of 
cotton needed to meet the requirements of this mill as well as others. 
The Draper Corp. sent two technicians to Iran to install the looms 
and train Iranians in their operation and maintenance within the limits 
of available power. In addition, Draper received and arranged for 
training in the United States of two Iranian technicians. The training 
requirements were contemplated in the project agreement. 

Last fall the Plan Organization of lran contracted with United 
Merchants & Manufacturers, Inc. (New York), to manage and operate 
the mill. The Plan Organization is financing the foreign-exchange 
requirements of this training contract, by w hich it is expected the mill 
will not only become a profitable operation, but its output can become 
competitive with imported fabrics. United is sending its first cadre 
of technicians to Iran on March 7 and expects to have the spinning 
and weaving operations underway later this year. 

No powerplant was originally scheduled because it was expected 
that sufficient Teheran municipal power would be available. The 
obligation, however, to assure that such power would be available 
rested with the Plan Organization, not with the United States. When 
it turned out that municipal power was not available, the Plan Or- 
ganization, after a considerable loss of time spent in determining what 
kind of power generating equipment should be obtained, ordered such 
equipment from a German firm. 


No p 78 


Question 





We put up $450,000 for a tire plant in Korea, and then learned that 
it was extremely difficult to develop a market for this product. 


4 {nswe r 


In April 1954, ICA agreed to furnish $480,000 to supply equipment 
for establishment of an automobile tire plant in Korea. At that time 
there was no plant in the country producing tires. The only signifi- 
cant prewar tire producing plant had been severely damaged during 
hostilities and was not in production. The only other existing facili- 
ties were for the recapping of tires. 

The new plant, the Hung Ah Tire Co., is a privately owned enter- 
prise. Following its completion in August 1956, mechanical difficul- 
ties were encountered but subsequently overcome. As a result of 
delays in achieving satisfactory operation, the plant encountered 
financial difficulties. ‘The Korean Government assisted the company 
in alleviating these difficulties and the plant is now operating success- 
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fully. It is marketing its entire production of tires, approximately 
40,000 units per year. The quality of the tires is satisfactory, and 
part of the Hung Ah production has been purchased and is being used 
by the United States Army in Korea. 

Hung Ah’s initial technical difficulties led to an inability to produce 
tires of satisfactory quality and this, in turn, gave rise to an impression 
that a market did not exist for the output of this plant. Actually a 
market does exist in Korea for the full output of the Hung Ah plant. 
The present estimate of Korean domestic requirements for tires and 
tubes is 150,000 units annually. The Hung Ah plant, at maximum 
production, can produce less than half this amount. United States 
assistance has been granted to provide equipment for another tire- 
producing plant in Korea. When this plant and the Hung Ah plant 
attain maximum production, their combined output will be an esti- 
mated 135,000 units. 

With natural rubber readily available to Korea from adjacent south- 
east Asia and a sustained need for tires by both the military and the 
civilian economy in Korea, it is sound for Korea to develop its domestic 
tire production to meet domestic needs. The tire-producing facilities 
financed for Korea by ICA, even when working at full capacity, 
will produce only 135,000 of the 150,000 units presently required 
annually in Korea, but as a direct result of this domestic tire produc- 
tion Korea will annually conserve substantial amounts of foreign 
exchange which would otherwise be expended to purchase tires abroad. 
Conservation of foreign exchange assets is a vital objective in the 
mutual security program for Korea where a critical shortage of foreign 
exchange exists and where United States assistance funds are required 
to meet the shortage in order to sustain the economy. 


Question No. 79 


The charge has been made that ‘‘For 2 years 50 cents of every dollar 
we poured into Yugoslavia for economic aid leaked out for the pay- 
ment of principal and interest on Yugoslavia’s debts to other 
countries.” 

Has Yugoslavia used our economic assistance for the payment of 
principal and interest on its debts to other countries? 


Answer 


No United States dollar aid funds or local currency funds belonging 
to the United States, or counterpart funds owned by Yugoslavia, 
have been applied to payment of Yugoslavia’s foreign debt. 

The result of United States economic aid, in the form of commodity 
imports and services, has been to add to the economic resources and 
potentialities of the country. Such assistance would serve to lessen 
the strain which would otherwise have been imposed on the economy 
by the payment of foreign debt. It remains the fact, however, that 
our aid was not used for payment of principal or interest on Yugo- 
slavia’s debts to other countries. 


Question No. 80 


We spent several hundred million dollars in the purchase of British 
military aircraft that it was known would be obsolescent when de- 
livered. Meanwhile our assistance enabled the British to release 
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funds from their budget to subsidize the development and production 
of commercial jet transport airplanes in competition with American 
aircraft manufacturers and engine builders. 

(a) Are the planes described obsolescent? 

(6) Did our assistance enable the British Government to 
spend funds for the development and production of commercial 
jet aircraft? 

Answer 


(a) At the very outset, it should be recognized that “‘obsolescent’’ 
is a relative term. In one sense it might be asserted that virtually 
all military aircraft in operational use today are obsolescent by com- 
parison with later models under research and development or still on 
the drawing boards. Generally speaking each succeeding model, as 
it is developed, tested, approved and finally produced, has an effective 
operational life. During this latter period, of course, new type 
aircraft or later models of the same type may be approaching the 
production phase; this fact, however, would not normally result in the 
operational aircraft being termed “obsolete.” In a situation of this 
sort, it is obvious that the term “obsolescent” can be used only with 
specific reference to all the related facts. 

With respect to the United Kingdom aircraft, the situation is as 
follows: The United States has purchased wholly or in part either 
through military assistance offshore procurement arrangements or 
under special budget support arrangements financed from surplus 
commodity sales proceeds, several types of British military aircraft. 
These include principally the Hawker Hunter, Javelin, Canberra, 
and Valiant aircraft. At the time that the contracts were negotiated 
for the Hawker Hunter and the Javelin aircraft, these aircraft were 
still under development by the United Kingdom, but the United 
States technical experts concluded that they were as promising as 
any aircraft then under development by the United States. The 
contract for the Javelin specifically provided that the aircraft had to 
satisfy United States performance criteria before it would be accepta- 
ble. By the time the development of the aircraft had been completed, 
facilities established, production initiated, and deliveries started 
several years passed. Meanwhile, significant developments had 
taken place in United States aircraft technology due to a United 
States investment of over a billion dollars in aircraft research and 
development. This investment had no counterpart in Britain. Thus 
when technical experts again evaluated the Hawker Hunter and the 
Javelin aircraft, they concluded that the latter aircraft, particularly, 
did not meet United States performance standards as required in 
the contract. As a result, some $65 million of the original Javelin 
aircraft contract in the United Kingdom was canceled. In addition 
some Hawker Hunter procurement was canceled as a result of reduced 
requirements. 

A number of Hawker Hunter and other British aircraft were pur- 
chased, however, in view of several important considerations. In 
the first place, the higher performance United States aircraft would not 
be available for some time to United Kingdom units whereas the 
British aircraft were then available immediately. In the second 
place, the British aircraft, although ‘‘obsolescent”’ in the sense that 
more modern types were under development, were capable of effec- 
tively performing the NATO air defense mission to which they were 
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assigned. (Many of these aircraft are still adequately performing this 
mission.) ‘Third, the British were determined themselves to produce 
their share of the aircraft they had developed, in any event, and it was 
obviously not desirable to equip United Kingdom squadrons with both 
United States and United Kingdom types thus complicating support 
problems. Finally, contract cancellations in some instances would 
have involved an unwarranted cost to the United States. 

(b) It is difficult to say whether our assistance enabled the British 
to spend funds for the development and production of commercial jet 
aircraft in the sense that they would not have undertaken such de- 
velopment if we had not given them aid on military planes. 

The aircraft we gave Britain made up part of the total strength 
recommended by us. Britain informed us at the time of our recom- 
mendation that she would not be able to purchase these aircraft out 
of her own budget. Thus the procurement of these aircraft resulted 
in an expansion of the military aircraft strength of the United King- 
dom beyond what it would otherwise have been. 

United Kingdom plans for the development of civil air transport 
in the postwar period stem from the recommendations of the Barbazon 
committee which was appointed in 1943. Since that time successive 
governments have confirmed the great importance of developing civil 
aviation and the civil aircraft industry in order to strengthen the 
United Kingdom’s balance of payments and build up a strong and 
healthy aircraft industry as a form of war potential. 

No United States funds have been allocated to these projects and 
it appears that the British would have undertaken these projects 
whether they had received defense assistance or not. 


Question No. 81 


In one case a large military aid contract for ammunition to be pro- 
duced in Europe was taken from the low bidder in one country and 
placed in another country without due regard for price in order to in- 
fluence an election. 

(a) Is this correct? 
(6) What are the justifications? 
Answer 

Although we do not know what specific case is referred to by this 
question, it is perfectly true that in certain instances in furtherance of 
United States foreign policy objectives offshore procurement con- 
tracts have been directed to a specific country even though the bid 
submitted may have been less advantageous for one reason or another 
than that submitted by another bidder. In several instances this has 
proved to be an effective means of strengthening non-Communist 
labor unions in a particular plant, or of strengthening overall United 
States relations with a given country. Suc ch cases of “directed off- 
shore procurement” have only been undertaken after careful consider- 
ation within the executive branch of the various factors involved such 
as price, military acceptability of the product and the political impact 
to be gained. 

Question No. 82 


During the last few weeks of fiscal year 1956, in an effort to use up 
all allocated funds, we gave Iran $34 million in commodity procure- 
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ment grants although we knew or should have known that Iran’s 
capacity to receive and absorb these commodities did not exceed $1 
million per month. 

Is this true? 

What was the justification? 


Answer 


No. Program decisions were not made at the end of the year in an 
effort to use up funds. The funds referred to were not allocated dur- 
ing the last few weeks of fiscal year 1956, nor was the decision to finance 
commodity procurement made at that time. 

In all, a total of $65.5 million in fiscal year 1956 defense support and 
technical cooperation funds was provided to Iran. The amounts 
involved had been announced in January or February of 1956 and the 
total was fully known to the Government of Iran in February 1956. 
The $34 million in commodity procurement grants may be meant to 
refer to the issuance of procurement authorizations in April 1956, 
which were obligating and implementing documents issued pursuant to 
earlier decisions and commitments with respect to the aid program for 
the year. 

As for the objection to the determination to implement the pro- 
gram by commodity procurement, the criticism seems, further, not to 
take into account the nature and objectives of the aid program in 
Iran, which has resulted in changes in emphasis and in methods of 
implementing programs from time to time. Though Iran’s situation 
wasimproved as its oil revenues gradually increased after the settlement 
of 1954, it still experienced difficulties in attempting to finance a heavy 
military burden related to Baghdad Pact objectives, while simul- 
taneously supporting provision for economic development at a rate 
consonant with awakening aspirations of the Iranian people. Both 
loan and grant aid has been made available in connection with techni- 
cal and economic assistance and military construction and the objec- 
tives and requirements of these programs have governed the aid 
decisions. Thus the local currency requirements for the United 
States supervised military construction program and for other United 
States commitments have been provided either by financing imports 
which permitted mobilization of the generated local currency for the 
uses desired or when necessary or desirable by direct exchange of 
dollars for local currency. Under the commercial practices which 
prevail in Iran it has been difficult at times to meet anticipated sched- 
uled requirements by channeling private importers’ transactions 
through ICA procurement procedures. This is not the same thing, 
however, as saying that the commodities were in excess of Iran’s 
capacity to receive and absorb them. The effect of the aid program 
as a whole has been to afford the local currency support desired for 
United States objectives and to meet program needs. 


Question No. 83 


In South Vietnam, when we could not find enough projects upon 
which we could get rid of our aid funds, we handed the Jocal officials, 
from time to time, United States Treasury checks running into man 
millions of dollars as a form of budget support. No one really knows 
how these funds were used and where they were spent. 

(a) Did we hand local officials United States Treasury checks? 
(b) If so, how were these funds spent? 
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Answer 


Although United States dollar checks have been turned over to the 
Vietnamese Government for budget support, it is not true that this 
was done because of a lack of projects for their use, nor is it true that 
no one knows how these funds were used. 

In the emergency situation prevailing in South Vietnam immedia- 
ately after the war in Indochina, United States aid was urgently 
needed to help the Vietnamese Government meet the costs of support- 
ing its military forces, and of evacuating and resettling some 660,000 
civilian refugees that had fled from Communist North Vietnam. 
Most of these costs were in local currency which, in normal circum- 
stances, would have been met by importing commodities into Vietnam 
and selling them for piasters. However, because of the newness of 
the program and the substantial time lag between the issuance of 
commodity procurement authorizations (PA’s) and the arrival and 
sale of the imported commodities in Vietnam, it was not feasible to 
meet all these requirements through normal local currency generating 
procedures. It was necessary, therefore, to purchase a substantial 
amount of the piasters required for these purposes directly from the 
Central Bank, primarily with United States dollar checks. 

The foreign exchange thus made available has since been used by 
the Vietnamese Government for purposes which the United States 
Government has approved. These funds have been used primarily 
for imports of commodities needed for consumption or to maintain 
production in Vietnam. 

No direct dollar grants were made to Vietnam after fiscal year 1956. 
Since then it has been possible to meet piaster commitments, on a 
current basis, from local currency accruals on salable commodities in 
the pipeline. 

Question No. 84 


In South Korea, when we could not find enough projects upon which 
we could get rid of our aid funds, we handed the local officials, from 
time to time, United States Treasury checks running into many mil- 
lions of dollars as a form of budget support. No one really knows how 
these funds were used and where they were spent. 

(a) Did we hand local officials United States Treasury checks? 
(b) If'so, how were these funds spent? 


Answer 


This statement is not true for South Korea. No direct transfer of 
dollars in the form of cash grant aid has ever been made to the 
Korean Government under the mutual securitv program. Although 
the financial situation of the Government of the Republic of Korea 
was extremely critical at the time of the armistice, the imports financed 
under the mutual security program generated a sufficient amount of 
local currency to meet support requirements of the military budget. 

A significant portion of the local currencies derived from the sale 
of commodities imported to Korea under the mutual security program 
is used to lend support to the military budget. The amount of 
local currency support is determined after review of the military 
budget by United States military and civilian authorities in Korea 
and is subject to approval by the interested offices in Washington, 
that is, the Department of Defense, the International Cooperation 
Administration and the Department of State. 
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Question No. 85 


In Iran, when we could not find enough projects upon which we 
could get rid of our aid funds, we handed the local officials, from time 
to time, United States Treasury checks running into many millions 
of dollars as a form of budget support. No one really knows how 
these funds were used and where they were spent. 

(a) Did we hand local officials United States Treasury checks? 
(b) If so, how were these funds spent? 
Answer 


(a) During 1952, to dramatize United States aid and to provide 
publicity to United States assistance at this critical juncture in 
Iranian affairs, some checks were ceremonially presented directly to 
Iranian Ministers to be used by their ministries for mutually agreed 
purposes; however, the actual transfer of dollar funds was made in 
accordance with procedures and agreements previously arrived at. 

(6) The dollar amounts expended by the United States for com- 
modity procurement designed to generate budgetary aid were in all 
cases subject to United States audit procedures. However, because 
the decision was taken at the outset of the budgetary aid program in 
Iran that it would be neither wise nor consistent with friendly rela- 
tions between friendly soverign governments for the United States 
to attempt to control the Iranian budget, the mission did not insist 
on controls over the expenditure of rial aid comparable with those 
which might normally have been imposed on project-type assistance. 
Consequently, it cannot be said that we know how these funds were 
used and where they were spent in the same way we could account 
for aid procured by the direct expenditure of dollars or for project- 
type aid. Nonetheless, it should be pointed out that the budgetary 
aid was provided in accordance with a planning table which had been 
developed by the two governments. This table did provide a vehicle 
for guidance, for obtaining information, and for checking on Iranian 
expenditures. The agency is satisfied that the great bulk of such 
assistance has been used for the purposes for which it was provided. 





REPLIES TO SUPPLEMENTAL QUESTIONS FURNISHED TO 
THE INTERNATIONAL COOPERATION ADMINISTRATION 


Question No. 86 


Would you comment on the following quotation: 

“Too much administration at all levels and too little field or grass- 
roots work. Everybody busy writing reports on what should be done, 
but much of this from reading earlier reports. More doers and fewer 
planners needed”’ (Korea). 


Answer 


ICA is conscious of the fact that a relatively large proportion 
of the time of its mission staff is spent on analytical and reporting 
types of activity. A program of the size of that in Korea, particularly 
after the initial period of extreme economic and political urgency, 
requires substantial time for adequate planning, analysis and re- 
porting. The magnitude of the economic problems arising from the 
aftermath of the war and the need to build and maintain a strong 
defensive force cannot be undertaken successfully on an ad hoc basis. 
In addition to this a substantial part of the time of the mission must 
be of necessity devoted to the preparation of reports and documents 
basic to the annual presentation of the program to Congress and to 
requirements for accounting of United States funds. 

Since the program staff of the mission in Korea, due to recruitment 
difficulties has not been operating with its full complement of person- 
nel, it is reasonable to surmise that the regular reporting and paper- 
work duties, by devolving upon fewer employees, have occupied a 
larger portion of the energies of these employees than would otherwise 
and customarily be the case. To meet this situation, ICA is making 
every effort to recruit as rapidly as possible all program personnel 
authorized for the Korea program. Koera being a hardship post, 
this has been a difficult task. 

On the administrative staff of the Korea Mission, there are 74 
persons. They provide backstopping for 223 direct-hire program 
staff and 214 contract technicians. ‘This administrative staff is not 
disproportionate to the requirements under the circumstances pre- 
viding in Korea. 

Question No. 87 


Has there been successful refutation that Lebanon, with a relatively 
healthy economy, is being subsidized with United States aid merely 
to guard against offense being taken by the Lebanese Government 
because of aid being given to some of the other countries in the area? 


Answer 

Aid is not given to Lebanon “merely to guard against offense being 
taken by the Lebanese Government.’’ Lebanon is friendly to the 
United States and shares free world objectives. While possessing a 
relatively healthy economy by Middle East standards, it is still an 
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underdeveloped country in which pressures for development are 
strong. The United States has maintained a successful technical 
program in Lebanon for some time. In addition, since 1952 some 
economic aid has been provided. A major portion of this economic 
aid was provided in implementation of the American doctrine through 
commitment by Ambassador Richards to strengthen the country in 
its stand against the inroads of international communism in the area. 
Lebanon has also received assistance in strengthening its internal 
security forces. These measures, in demonstrating United States 


support for Lebanon’s free world stand, have been of great importance 
to United States foreign policy. 


Question No. 88 


Would you comment on the following quotation: 

“Basic commodities imported in unrealistic quantities with conse- 
quent spoilage (flour, yeast, dairy products) * * * agricultural 
equipment badly needed but imported prematurely and allowed to 
deteriorate before use or people trained (tractors, graders, earth- 
movers)’ (Vietnam). 

é ins wer 


Although some imported commodities in a few instances arrived in 
quantities greater than the market would immediately absorb, 
significant waste occurred as a consequence. The temporary over- 
supplies were generally attributable to misjudgments by private 
importers concerning immediate marketability of the commodities 
involved. 

With respect to flour and dairy products, it is believed that the above 
criticism refers to imports during the second and third quarters of 
1957, when arrivals were abnormally large. Dairy products imported 
at this time included condensed milk, cheese, and butter. Only 
condensed milk was in oversupply and that oversupply was limited to 
certain brands with which the public was not familiar. Well-known 
brands sold at a premium. For no brand was there any spoilage. 
Some of the lesser-known brands, lacking acceptance by individual 
consumers, experienced a thickening of the milk (but not spoilage) and 
were sold to bakeries and thus fully utilized. 

Import of wheat flour resulted in a temporary buildup of abnormal 
quantities because of unexpectedly large arrivals of charity shipments 
during that period. Import licenses for wheat flour were then im- 
mediately suspended, and within a few months stocks were back to 
normal. Because of lengthy storage, some flour was attacked by 
weevils; but bakers, by properly sifting the flour prior to use, were 
able to utilize the entire stock. 

With respect to yeast, an oversupply existed by the middle of 1957, 
due to excessive imports resulting from a mistake in judgment on the 
part of private importers as to what the market would absorb. Al- 
though a decrease in potency was occasionally reported, no important 
spoilage occurred because shipments were in sealed tin cans. 

Mechanized agricultural equipment was originally provided in 
1955 and 1956 to the newly established Government of Vietnam to 
help relocate some 660,000 refugees from Communist-controlled North 
Vietnam on riceland abandoned during the war. This was an emer- 
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gency program, and the equipment was required quickly. Some of it 
arrived before people had been thoroughly trained to use it. However, 
training programs were begun simultaneously with the initiation of the 
resettlement projects. In 1955, for example, an American firm in 
Manila was employed to bring in Filipino engineers and mechanics 
to do this training. In March 1956, the Vietnamese Government 
set up an organization, called Oneman, for centralized management, 
operation, and maintenance of all the equipment. 

The total equipment imported by the end of 1957 included 136 
tractors, of which 38 are equipped with bulldozers, 129 disk plows 
and disk tiller-plows, 49 disk harrows, and 35 brush cutter attach- 
ments. The equipment is being adequately maintained and used. 
Training courses in equipment use and maintenance are continuing. 

Much of the equipment brought in initially for the refugee program 
is now being used in a land development and resettlement project, 
initiated in 1957. In this project some 11,000 farm families from over- 
populated areas are being relocated in other areas important both 
from an economic and a strategic point of view. Thus, the equip- 
ment, essential originally for an emergency operation, is being main- 
tained and further use in Vietnam to increase the country’s economic 
strength, and with its political stability. 


Question No 


Would you comment on the following quotation: 

“T visited one nation where the strong man of the country, which 
we are substantially subsidizing, is suspected of being a full-fledged 
partner in an illegal opium operation. This same strong man owns 
some 30 different businesses, and practically everything purchased for 
his government, military, and other purchases, must be requisitioned 
through one of his companies.” 

Answer 

This statement could possibly refer to Thailand where newspapers 
have alleged that some of the “strong men” have been involved in 
opium traffic. In Thailand also, many high government officials have 
substantial interests in so many commercial concerns that it is almost 
inevitable that many government purchases are made from them. 
This is not, however, unique to Thailand. 

ICA is not in a position to investigate or control such intimate 
details of the inner workings of foreign governments or the personal 
conduct of its principal officials. However, ICA is diligent to avoid 
support or endorsement of objectionable activities of the type men- 
tioned. In fact, certain ICA aid projects in public administration 
(including improvement of fiscal management) and civil police admin- 
istration are designed to help eradicate such practices. 

United States aid is given to countries such as Thailand in the se- 
curity interest of the United States and the free world in order to 
strengthen them against Communist encroachment. It is hardly 
appropriate to imply involvement of ICA in such government irregu- 
larities or to suggest that United States aid essential to free world 
security interests be withheld from a country because of alleged or 
real misconduct of its officials. 
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Question No. 90 


Would you comment on the following quotation: 

“The industrialization program, in particular, has been a dismal 
failure, due to incompetence on the one side and racketeering on the 
Korean side. In no case, has adequate planning and engineering 
assistance been provided.” (Korea.) 

Answer 

The record does not support the above criticism. In fact, through 
this program and the other activities of ICA and the United Nations 
Korean Reconstruction Agency, the war-shattered economy of Korea 
has been rehabilitated and a sound base laid for expansion of produc- 
tion. The railway system has been restored and is operating with in- 
creasing efficiency and economy. Electric power output is three times 
that of 1938. Anthracite coal production is 10 times that of 1938. 
The production of cotton textiles has been substantially increased. 
Overall industrial production rose 12 percent in 1957 above that of 
1956. Moreover, the main impact of United States assistance in this 
program is still to be felt, since many of the industries aided are just 
now coming into production or are not yet fully built. 

It is likely that the above criticism grew out of the earlier struggle 
to overcome the severe difficulties encountered in Korea at the time 
this program first began. In 1953 and 1954, before the overall situa- 
tion could be adequately surveyed and competent engineers recruited, 
and when prevention of disease, starvation and unrest was still a 
major problem, there were compelling reasons for immediately initi- 
ating a program to rehabilitate Korea’s war-damaged industrial plant. 
It would have been reasonable to assume that some unavoidable 
mistakes would occur in this urgent type of operation. But, in 
moving forward with the program to rehabilitate industry, a simul- 
taneous effort was made to engage United States engineering firms 
to supply technical advice to both the Korean Government and the 
United States authorities. In February 1957 such a contract was 
entered into with a consortium of seven United States engineering 
firms. Already their engineers in Korea and their research staffs in 
the United States have been engaged in providing active technical 
assistance in 80 projects. 

Further, to insure that projects are soundly conceived and im- 
plemented, a careful study has recently been made of projects on 
which progress has been delayed, examining into all aspects of the 
original plans and making changes where advisable in the light of 
changed conditions. There is no present validity to the criticism 
made above that “in no case has adequate planning and engineering 
assistance been provided.”’ 

While, inevitably, some of these projects will be less successful 
than others, progress now taking place gives every indication that 
the program will achieve its original purpose. This is, to help Korea 
itself meet a larger share of the economic burden of financing the 
large military forces it is maintaining as its contribution to the com- 
mon defense, and thus to reduce its dependence on United States 
assistance. 
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(Juestion No. 91 


As to Europe, the charge has been made: “Not enough projects 
which directly assist in raising the standard of living of recipient 
nations * * * the crying need. A few people appear to benefit but 
not enough to make the projects appreciated by man in the street as 
their daily struggle continues as hard as ever.’’ Would you please 
comment on this charge. 

Answer 

These statements convey an essentially false impression. 

The salient facts regarding European living standards over recent 
years and regarding the effect of our economic aid on the living 
standards of European peoples are— 

(1) that there has been vast improvement; 

(2) that in the period since our economic assistance to Europe 
began, the ‘daily struggle” of European peoples has not con- 
tinued ‘‘as hard as ever’’; 

that our aid has not benefited just ‘a few people’ but, 
on the contrary, has brought widespread benefits to the peoples 
of all recipient countries and has contributed significantly and 
gratifyingly to the raising of their living standards; 

(4) that—although doubtless true that in individual cases 
our aid “‘projects’”’ may not have appeared to the man in the street 
to have a direct impact on his own standard of living—it cannot 
be seriously doubted that the peoples of Europe have under- 
stood, and appreciated, the important contribution which United 
States assistance made to their economic and social welfare from 
the beginning of our European recovery program in 1948. This 
contribution has been widely acknowledged by the Europeans 
themselves. (it will be recalled that there have been no large 
scale United States economic assistance programs for European 
Marshall plan countries since fiscal year 1954, economic aid 
programs having been continued since 1954 only for Spain, 
Yugoslavia, and Berlin.) 

In consideration of this subject, it is of course important to keep 
in mind that—although much the greater part of our aid was in the 
form of grants of commodities and equipment to European countries, 
for the purchase of which they lacked the necessary foreign exchange 
the individual consumer to whom these imports were made available 
had to pay for them in foreign currency to enable the European 
countries to provide the local currency counterpart which was re- 
quired by United States legislation, It is therefore understandable 
that the people of these countries may not fully realize the importance 
of aid which resulted in increased availability of goods and services 
for internal use and thus made possible a rise in their standard of 
living. 

Evidence of the immense improvement in the daily lot of the 
western European is the 35 percent increase in per capita consumption 
since 1948. The per capita consumption of durable goods, such as 
cars and appliances, has increased by some 60 percent in the past 5 
years. Since 1952 the consumption of some consumer hard goods 
has been growing at a rate surpassed only in the United States in 
the early 1920’s. The per capita consumption of all goods and serv- 
ices has been rising since 1952 at nearly 4 percent a year, a high rate 
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in any economy. The foregoing Jarge increases in average per 
capita consumption could not possibly have occurred unless there 
were large and widespread increases among the bulk of the population, 
i. e., it is physically impossible for the “small high income portion 
of the population to have increased their use of basic consumer goods 
sufficiently to bring the national per capita averages up by the 
recorded amounts. Moreover, there is ample direct evidence to 
bear out this point. 

Detailed basic facts about European standards of living are graph- 
ically indicated by the table below taken from the most recent data, 
published by the Organization for European Economic Cooperation 
in 1957, in the report, Europe Today and In 1960. 


Private consumption for OEEC member countries combined 


{In billions of United States dollars at 1954 prices and exchange rates] 


| 1949 1955 Percent in- 

crease 1949-55 
| 

Food _. | 40.3 50.3 25 

Clothing... Gertseriel 13.6 17.7 30 

Rent__.- | 7.2 8.4 17 

Durable consumer goods. } 6.7 12.0 80 

Miscellaneous... 39. 6 51.2 29 


Question No. 92 


“A good example of poor planning is the milk plant built in the 
Cochabamba Valle ‘y—an existing dairy already takes all of the avail- 
able milk in the valley, so where is milk going to come from for the 


nice milk plant built by ICA? (Bolivia.)” Please comment on this 
quotation. 


Answer 


The milk plant to which this question makes reference, is being 
constructed in Cochabamba with funds provided jointly by the United 
Nations International Childrens Emergency Fund, the Bolivian De- 
velopment Corporation and ICA. The one existing dairy in the Coch- 
abamba Valley utilizes only a small fraction of the total milk output 
of the area. The dairy, which employs 30-year old equipment and 
which has no interest in expanding its production, has a total produc- 
tion of 600 liters of milk per day. Total daily milk production in the 
valley is approximately 10,000 liters per day. 

The present total of production represents @ decrease of 6,000 to 
8,000 liters from 1953 production. ‘This decrease was due to poor 
planning during the Agrarian Reform of that period. It is estimated 
by the Agricultural Servicio in Bolivia that the present production of 
milk in the valley can be doubled in 2 to 3 years through better milk 
production and milk handling methods. 

The milk plant presently being established will have a capacity 
of 20,000 liters per day on a 10-hour per day basis which can be 
extended to 40,000 liters on a round-the-clock basis. It is planned to 
operate the plant on a one-shift basis until the production of milk in 
the valley reaches a level high enough to meet the demands of peak 
capacity. This is established and recommended procedure in the 
planning and construction of agricultural processing plants where it 
is simultaneously proposed to provide plant capacity and to increase 
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os production of agricultural commodities to be processed by the 
pliant. 

Both UNICEF and ICA agricultural studies indicate that an 
increase in milk production must and is bound to take place in the 
Cochabamba Valley, which is the best suited area for milk produc- 
tion in Bolivia. For this reason, UNICEF and the Government of 
Bolivia entered an agreement in January 1955 to provide for the 
construction of a milk plant in Cochabamba. 

In 1955 UNICEF agreed to contribute $200,000 in United States 
dollars for equipment if Bolivia would construct the building. The 
Government, acting through the Bolivian Development Corporation, 
was unable to obtain the necessary private financing to meet its obli- 

ations under the agreement. Accordingly, at the request of the 

olivian Government, ICA released the sum of 150 million bolivianos 
in counterpart funds to be used for the construction of the building. 
These counterpart funds were, of course, owned by the Government 
of Bolivia, and ICA’s interest was only that of approval of the use to 
be made thereof. As part of the stabilization program to meet the 
economic crisis in Bolivia, in 1957 ICA also undertook to furnish the 
foreign exchange necessary to purchase certain additional equipmeat 
for the plant, such as aluminum pipe and electric wiring. For these 
purposes, ICA has contributed the sum of $98,500 to date. The 
Bolivian Development Corporation has contributed the sum of 
$120,655 in United States dollars and the dollar equivalent thereof in 
addition to the counterpart funds which were expended. 


Cuestion No. 93 


“Failure to take into account the needs and peculiarities of each 
country and its people appears to be an important factor contributing 
to poor planning and waste. 

“Tt was interesting to hear a story about a paper factory 
built with United States dollars which was to use a special wood avail- 
able in Iran to make paper. When the factory was completed, it was 
then found that there was not a sufficient supply of this wood to keep 
the factory running full time. Why not determine such things before 
factories are built?” Please’commentfon this charge. 


* * * 


Answer 


No United States dollars appropriated to the aid program since its 
inception have at any time been utilized to build a paper factory in 
Tran. 

Question No. 94 


Please comment on the following quotation: 

“Military aid and some capital projects—power and cement—are 
sound. Otherwise emphasis is on complicated rather than simple 
industrial projects which the Koreans prove incapable of handling.”’ 
(Korea.) 

Answer 

The great majority of industrial plants assisted in the Korea 
program are of a relatively simple type, making products such as 
starch, flour, dynamite, agar-agar, glass, textiles, rubber tires, cable, 
aluminum sulfate, crushed limestone, pharmaceuticals, potassium 
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chlorate, pigment, ball bearings, paper, books, tricycle trucks, auto 
spare parts, asphalt hot mix, bran oil, caustic soda, hardboard, silicon 
carbide, earthenware, wire rope, fish nets, anchor chains, ice, synthetic 
fiber, and spun rayon. The presence in this program of a few com- 
plicated projects, such as the urea fertilizer plant under construction 
at Chunju, which has been widely discussed, may have given the 
impression, erroneously, that large complicated projects predominate. 

It is true that Koreans have not possessed all the desirable technical 
and managerial qualifications required to operate certain of these 
plants, such as the urea fertilizer plant. The departure from Korea of 
approximately 30,000 Japanese technicians and managers at the end of 
World War II created a vacuum which has not yet been entirely filled; 
and in the process of learning, the Koreans naturally have made some 
mistakes. Their record of successes also has been impressive. Quali- 
fied United States observers unanimously agree that Koreans have 
demonstrated marked ability to learn technical operations. As an 
example, the Bechtel Pacific Corp., which trained Korean technicians 
at the same time as it constructed 3 thermal powerplants worth $30 
million, was able within 1 year after completing construction to leave 
the plants entirely under the operation and management of qualified 
Koreans. 

In those areas where difficulties may be encountered, an ICA- 
financed consortium of United States engineering firms is providing 
technical advice and assistance. 


Question No. 95 


Please comment on the following quotation: 

“Publicity through ICA periodicals is channeled to management 
personnel, but they do not get to the mass of the people.’’ (Philippines.) 
Answer 


Responsibility for informing the Filipino people about ICA pro- 
grams rests—in the Philippines as in all other countries—with the 
United States Information Agency, and in accordance with the terms 
of the bilateral agreement, with the Philippine Government itself. 
The latter has established, with ICA technical assistance, a mass 
communications center which publishes a monthly magazine, wall 
newspapers, and numerous pamphlets, and produces motion pictures 
reporting on the joint economic development program; these are 
widely distributed in all parts of the country. USIA, for its part, 
has assigned an American staff man full time to reporting on the 
assistance program in the Philippines. Press releases, pamphlets, 
and motion pictures about the program are issued in quantity and 
given wide distribution. 

As part of the United States technical assistance programs, pam- 
phlets and other publications have been distributed from time to 
time, dealing with technical matters of special interest to manage- 
ment. Furthermore, periodicals giving information on the ICA pro- 
gram have been distributed to the American business community in 
the Philippines—one of the largest in the world—to inform them of 
the objectives and operations “of United States programs in that 
country. For the most part, such publications lack any mass appeal 
and no purpose is served by their mass distribution. 
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Question No, 96 


There were frequent complaints of what might be termed 
“bureaucracy.” 

““* * * the personnel seem to be more interested in keeping their 
records straight rather than getting the equipment out to the people 
that can use it.’’ (Iran.) 

“Too many men doing too much paperwork and too little to show 
the locals.”” (Lebanon and Jordan.) Would you comment on this 
criticism. 

Answer 

It is necessarily true that some ICA personnel in the field spend a 
substantial portion of their time in record maintenance and prepara- 
tion of reports to Washington. This work is inherent in the require- 
ment for regular progress reports, detailed records of expenditures, 
accountability of funds programed by fiscal year, and similar controls 
which enable ICA to meet requirements which are specifically a part of 
the legislation as passed by Congress, or which enable the agency to 
respond to questions from the Congress about the program. In the 
main, these records are maintained to assure prudent management of 
public funds. 

Both the general charge of complaints of bureaucracy and the cited 
comments attributed to observations in Iran, Lebanon, and Jordan 
are general allegations of such unspecific character that they do not 
lend themselves to any realistic attempt to develop a response as to 
whether the perce ntage of time spent on records in Iran, Lebanon, and 
Jordan is excessive. No specific examples of excess are cited; it is 
therefore impossible to state whether any particular instance involved 
required records maintenance undertaken to mect requirements for 
funds accountability, or a possible overemphasis among some staff 
members on their responsibilities in connection with accountability 
for funds and program progress reporting as compared to their respon- 
sibilities for direct operations. In considering this comment on exces- 
sive emphasis on records and paperwork it would also be reasonable 
to take into account that the opposite complaint has been very sharply 
made by congressional investigators, particularly in the case of Iran 
where in the early years of the program the urgency of the situation 
did not permit the establishment of the usual procedure s and controls. 
The general objective of the agency in this respect is to require of the 
staff the reporting and records to meet its operational needs, reporting 
responsibilities, and requirements for such information for official 
purposes. 

We believe that practical objectives of the program have been 
steadily and consistently achieved in the three countries mentioned 
in the question. These objectives include ‘‘getting the equipment out 
to the people that can use it.” 
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Norre.—The International Cooperation Administration has prepared a tabula- 
tion which appears at page 88, indicating ICA’s evaluation of each charge. Key 
numbers are used throughout this index to indicate ICA’s evaluations. The 
numbered keys are as follows: 

KEY 


oO 9 


1. Error not corrected. 


5. Misinterpretation. 
2. Recognized problem—not yet fully ¢ 


Error in facts. 








solved. 7. Not mutual-security program. 
3. Error corrected. 8. Fiction 
4. Political, economic, or technical judg- 

ment. 

| Catechword subjects Key No. Item No. | Page No. 
Adequacy of surveys__- seer attancodtsdA ail Sida 3 36 34 
Administration (Korea) 5 86 74 
Afghanistan (airfields)___- 2 a tad teste lite 4 15 20 
Afghanistan (dams)__- sth arab ioe ts acieail 5 52 47 
Aid to wealthy (Europe) 6 91 78 
Agricultural machinery (Vietnam) 6 | 88 75 
Agricultural production stimulation. ___........- --| 4 | 55 48 
Aid to Socialist countries__---_-_-_- cose amok pearl 4 73 63 
Aircraft (purchase of British) Ganthinaica dias 5 80 68 
Airplane rides for Arabs (Lebanon and Afghanis- 

| Sathya 2 P ; onl 4 23 24 
Ammunition. procurement ee a 4 | 81 70 
Armed Forces maintenance (Germany) - - ‘ 5 | 18 22 
Art exhibits wads ‘ 7 27. 28 
Assets (return of—Germany and Japan) -- 6 | 17 2 
Atomie energy (costs in relation to foreign aid) 6 64 | 54 
Automatic looms (Tran) secon aha 3 77 | 66 
Bathrooms (Manila) ee ; 5 66 | 58 
Baths (Egyptian camel drivers ‘i . 4 22 | 24 
Baths (Lebanon) - 5ioy - baccael 4 57 | 50 
Beet sugar refinery (Iran) _ Sea 2 | 63 | 53 
Bolivia (milk plant) 6 92 | 79 
Bolivia (payment of Export-Import loans) _--- 5 47 | 43 
British aircraft (purchase of obsolete) -- eal 5 80 | 68 
British Forces in Germany eal 5 18 | 22 
Bulldozer operators (Cambodia) ; 6 37 | 36 
Bureaucracy (Iran, Korea, Lebanon) 1 96 | 82 
Cadillacs (Saudi Arabia) nireaten + 61 | 51 
Cambodia (bulldozer operators) _- 6 37 | 36 
Cambodia (toothpaste tubes) -- ; aad 8 58 | 50 
Camel drivers (Egypt) he Teneel S| { 22 | 24 
China (pensions for soldiers) __- atlases 5 |} 10 | 17 
China. (See also Formosa, Taiwan.) | 

i Collapsible toothpaste tubes__ _- mace 8 | 58 | 50 

| Commercial aircraft (British production CE Vacation 5 80 68 

Commodity imports (Vietnam) Sinaia 6 | 88 75 
Commodity procurement grants (Iran)__.- : 6 | 82 | 70 
C vompetition of foreign agric aaa ae | 4 |} 55 | 48 
Competition with United States industry_-_._-___- 4 | 67 | 59 
Contract for ammunition (military aid) é 4 | 81 | 70 
Corruption (in foreign aid) ; al 2 | 1 | 6 
Corruption (aid to Korea) ieneiysil 2 | 43 | 39 
Corruption (Korea) __- set 2 | 90 | 77 
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Electronic microscopes (Philippine HP ete. 3 16 21 
i Engineering and economic surveys_____----------- 3 | 36 34 
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Loans for 2d 5-year plan (India) - - alae as ae 6 | 71 61 
Local currencies under Public Law 480___.-___--- 5 | 40 38 
Locomotives (Korea) (transportation costs) - ~~~ ~~~ 5 30 31 
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PROMOMIDON TE OPAOUDY) .. .. oo. ss oe we eek 5 | 56 | 49 
Mucroseopes, (electronic)... ... cee 3 16 21 
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Plows and tractors (Ethiopia) ___- 6 51 | 46 
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Public Law 480 accounting_________- : 5 | 39 37 
Public Law 480 (use of local currencies) - sacs 5 40 38 
Public works projects under foreign aid _ _. 3 4 | 9 15 
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tice production (Korea Brite Retr 4] 68 | 59 
Roads that lead to nowhere (Iran)_._.._____--- 4 65 54 
Saudi Arabia (Cadillacs a ae 4 61 | 51 
Sexual habits survey (India). Rie 7 | 69 60 
Silica processing plant (Formosa) - - - - -- - 3 60 51 
Silos and warehouses (India) POOP Te 3 48 43 
Socialist countries (aid to) - oe ae 4 | 73 63 
Social Security (costs in rel: ation to foreign aid) _ __- 6 64 54 
Soviet aid (pitting of United States versus) ---_-_- 4 4 10 
prone mat (CP Rauand) 2 So Soe occ. 7 | 89 | 76 





REPLIES TO CRITICISMS 


Catchword subjects 


Student ald to Persians... 6222 e5dsescucdausw. 
Subsidy of Lebanon by United States 
Sugar refine PF UIVGS) 6 ccccncaceauss saseeaeeeees 
Surplus agricultural commodities (Public Law 480 
transactions) - sae sk sl sr esl ake oi a ia 
Surveys (: adequac icy I conn sen ee 
Tax money to Mennonites (Paragu: Ay) - 
Taiwan (pensions for old soldiers) - - 
Taiwan. (See also China, Formosa.) 
Thailand (corruption) _- 
Thailand (highways) 
Thailand (opium trade) - 
Thailand (strong man)__- ~~. 
Tire plant (Korea) - 
Too much p: sperwork (Ira in, , Korea, 
Toothpaste tubes (¢ ‘ambodia) 
Tractors (Ethiopia) ___--- 
Tractors (Marshall pl: an—Greece) 
Treasury checks (Iran) ____- 
Treasury checks (South Korea)... 
Treasury checks (South Vietnam) -_- 
Trujillo (economic assistance to) 
Trujillo (military assistance “ 
Undertakers (dress suits for—Greece).________---- 
Unfair competition with United States ‘industry. 
United States and European defense expenditures 
U. 8. Information Agency (Philippines) - 
United States national debt 
aid to)__-- 
Unwanted public works projects 
Venezuela (military assistance program) . 
Vietnam (agricultural machinery) 
Vietnam (commodity imports) 
Vietnam (dairy products) 
Vietnam (flour) _..-...--- 
Vietnam (profiteering) 
Vietnam (Treasury checks 
Vietnam (yeast) - 
Vietnam highway 
Village (Italian, in which no one wants to live) 
Wage and position classification study (Philippines) 
Warehouses and silos (India) _- 
Weightlifters 
Yeast (Vietnam) - , 
Yugoslavia (payme ent on debt) 


OF FOREIGN 


L ebanon) esate _| 


(relation of foreign | 


AID PROGRAM 


Key No Item No 
| 2 

4 | 50 
5 | 87 
y 63 
5 | 39,40 
3 36 | 
5 56 
5 10 
7 89 
5 | 20 
7 | 89 | 
7 | 89 
4 | de 
4 96 
S 58 
6 | 51 | 
7 | 53 
5 | 85 | 
6 | 84 
5 83 
4 33 
4 31 
8 | 21 
4 67 | 
4 | 3 
5 | 95 
5 | 5 
4 | Q | 
4 | os 
6 | 88 
6 | 88 
6 | 88 
6 | 88 
21 29 
5 | 83 
6 88 
6 | 12 
6 | 15 
{ 62 
3 48 
; ja 24 
6 88 
6 | 79 
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INTERNATIONAL COOPERATION ADMINISTRATION 


Classification of 96 questions or charges compiled by the House Committee on 
Foreign Affairs 


Classification 


. Error not corrected__----.- : 

. Recognized problem—not yet fully solved. 
. Error corrected. ..--_- ; 

. Political, economic, or technical judgment_| 


>» .. » | ee 


. Not mutual security program_-- 
a ee 


1 
2 
3 
4 
5. Misinterpretation____-- 
6 
7 
8 





eet c sce ke. 





88 


| 21, 58, 59 


Numbers of charges 


PIGS, occdecdeceinsssntals . 

hE es See OG os cen a aac ees ee 

14, 16, 36, 48, 60, 77.__- ; sista acie ae 

3, 4, 9, 11, 15, 19, 22, 23, 25, 31, 32, 33, 38, 50, 54, 55, 
57, 61, 62, 65, 67, 68, 70, 73, 75, 76, 78, 81, 96. 

2, 5, 10, 13, 18, 20, 28, 30, 34, 39, 40, 42, 46, 47, 52, 56, 
66, 72, 80, 83, 85, 86, 94, 95. 

6, 7, 12, 17, 35, 37, 41, 45, 51, 64, 71, 74, 79, 82, 84, 87, 
88, 91, 92, 93. 

24, 26, 27, 44, 49, 53, 69, 89_....._- 





